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20 Years of Service 


to Michigan Employers 


has made the Michigan Mutual the largest 
carrier of Workmen’s Compensation 
Insurance in the state 


pee Employers are considering more seriously 


than ever before the financial strength of their 
insurance carriers, is evidenced by the fact that 
in 1931 this company carried the largest number of 
Workmen’s Compensation and Public Liability risks 


ever carried before in its history. 


Our ratio of Assets to Liabilities of 178% is incon- 
trovertible proof of our supersolvency. Choose your 


company for Safety—Strength—Stability. 


MICHIGAN 5) MUTUAL 
4 


LIABILITY © COMPANY 


sete gaa Co ASAES More Than 


Dividend Paying Peesbiees $4,000,000.00 





District Offices (General Service) Branch Offices (Automobile Only) 


Grand Rapids Lansing Flint Port Huron Tonia 

Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 

Jackson Marquette Battle Creek Alpena Owosso 
Toledo, Ohio 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


W orkmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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® Prevention of loss through 
selection, inspection, educa- 
tion and cooperation, is the 
foundation on which the whole 
mutual structure is built. 
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are general fire insurance carriers 


Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
Ohio Millers Mutual Insurance Co............ Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co... ....Des Moines, Iowa 
Millers Mutual Fire Insurance Co............. Harrisburg, Pa. 
Millers Mutual Fire Insurance Co........... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co... . . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co.. . Indianapolis, Ind. 
Millers National Insurance Co.................. Chicago, Ill. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 33 Chicago, Ill. 


A service organization maintained by the 
Mill Mutuals. 
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All Classes of Preferred Risks now written 


by Associated Lumber Mutuals 
“xe ¥ 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 








LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 








LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


= 


Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. - 
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Courtesy San Francisco Convention Bureau 


San Francisco at Night 


After-Dark Scene in the Picturesque City Where the Chamber of 
Commerce of the United States Holds Its 1932 Convention 
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About the Insurance W orld 


Brief Reviews of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


Kentucky City 
Wins Fire Waste 
Council Trophy 


THE 1931 grand 
prize in the Na- 
tional Fire Waste 
Contest promoted 
by the National Fire Waste Council! 
was won by Owensboro, Kentucky. 
Because of a better record of fire 
waste reduction last year than any 
other of the 344 communities entered 
in the contest, representatives of this 
city will be given the award at the 
annual meeting of the United States 
Chamber of Commerce next month. 


George W. Booth, Chairman of the 
Grading Committee, reported win- 
ners in the various classes as follows: 
Class 1, 500,000 or greater popula- 
tion, Milwaukee, followed by Phila- 
delphia and Detroit ; Class 2, 250,000 
to 500,000, Portland, Oregon, fol- 
lowed by New Orleans and Indian- 
apolis; Class 3, 100,000 to 250,000, 
Youngstown, Ohio, followed by 
Hartford, Connecticut and Dayton, 
Ohio; Class 4, 50,000 to 100,000, 
Lakewood, Ohio, followed by Fresno, 
California, and Allentown, Pennsyl- 
vania; Class 5, 20,000 to 50,000, 
Owensboro, Kentucky, followed by 
Elyria, Ohio and Mishawaka, Indi- 
ana; Class 6, under 20,000, Corvallis, 
Oregon, followed by Fremont, Mich- 
igan and Albany, Georgia. 


More than half of the total fire loss 
of the country is centered in towns of 
less than 2,500 and on farms, it was 
declared by Dr. D. J. Price, reporting 
for the Agricultural Committee. The 


farm fire loss is estimated at about 


one hundred million a year, but the 
fire loss in the small communities is 
placed in the neighborhood of one 
hundred and sixty million. The life 
loss in the two is figured as 3,500 
annually. ¥ 
Taxation a Major A BUSINESS- 
Theme at U. S. like approach to 
Chamber of Com- the overshadow- 
merce Meeting ing problem of 
governmental 
expenditures and taxation will con- 
stitute the main task of the Twentieth 
Annual Meeting of the National 
Chamber, to be held in San Francisco, 
May 17-20. Provision has been made 
for the discussion of the three aspects 
of the subject — federal, state and 
local—review of the progress that has 
been made and effective methods 
evolved for checking extravagance in 
governmental expenditure and keep- 
ing governmental fiscal activities un- 
der continuous scrutiny. 

The Twentieth Annual Meeting 
will mark the twentieth year the 
Chamber has dealt with the subject 
of taxation. Its first referendum pro- 
posed the establishment of a federal 
budget system and of the sixty refer- 
enda submitted to its membership 
nine have formulated recommenda- 
tions on the subject of taxation, the 
last being the report of the Special 
Committee on l‘ederal Taxation upon 
which the vote is now being taken. 

Three of the sessions of the San 
Francisco meeting will have to do 
directly with taxation. The general 
session, May 19, will be devoted to 


the discussion of pressing problems 
of public finance—the fiscal situation 
of the federal government and the 
control of federal, state and local ex- 
penditures. The convention will have 
before it the report of the Committee 
on Government Expenditures of the 
National Chamber which sets as a 
goal the reduction of federal expendi- 
tures by at least $500,000,000. 


In greater detail questions of state 
and municipal finance will be consid- 
ered at two round table sessions where 
practical efforts and methods to con- 
trol governmental expenditures will 
be analyzed. Questions around which 
discussion will center are: 


Reducing state and local budgets. 

Controlling major costs. 

Controlling public debts. 

A day of reckoning in municipal 
finance. * 

What adjustments are required ? 

Business influence for lower taxes. 

ther subjects to be considered 
will be The International Outlook, 
Marginal Lands, Transportation, and 
Distribution. Mr. Justin Peters is a 
candidate for Insurance Director of 
the Chamber and men high in both 
the stock and mutual world are rally- 
ing to his support. 


Marriage Too ACCORDING to 
Great a Hazard Jess G. Read, State 
In Oklahoma Insurance Commis- 

sioner of Okla- 
homa, the many marriage insurance 
companies and groups which oper- 
ated in Texas and Oklahoma a few 
years ago are no longer in existence. 
Mr. Read said that some twenty con- 
victions have been obtained in the 
two states during the past year on 
charges of using the mails to defraud. 
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THE Lumber- 
mens Mutual In- 
surance Com- 
pany of Mans- 
field, Ohio, recently held its first dis- 
trict sales meeting at the John Mar- 
shall Hotel, Richmond, Va. 


Lumbermens of 
Mansfield Hold 
District Meeting 


Present at this meeting were local 
agents from Virginia, Maryland, and 
the District of Columbia. 


It would have been difficult to have 
chosen a more appropriate city in 
which to hold this first meeting of 
Mutual Fire Insurance Agents of 
Virginia, because, as Mr. John R. 
Chapple, Jr., the Richmond repre- 
sentative of the Lumbermens, so in- 
terestingly brought out in his address 
of welcome, Richmond is the birth- 
place of the second oldest Mutual 
Fire Insurance Company in the 
United States. 


The Local Agents who were pres- 
ent at the banquet, and The Lumber- 
mens Mutual Insurance Company, 
appreciated the fact that the Com- 
missioner of Insurance for the Com- 
monwealth of Virginia took the time, 
in spite of the fact that the legislature 
was in session, to attend the banquet. 
Commissioner Bowles gave a most 
interesting address on the subject of 
raising the standards of the insurance 
business in Virginia. Mr. Albert 


Peters of Washington proved to be a 
most capable toastmaster. 


Among those present from The 
Lumbermens Mutual Insurance Com- 
pany of Mansfield, Ohio, were: Mr. 
IX. S. Nail, President; Mr. S. I. Cof- 
fin; Mr. E. C. Frampton; and Mr. 
L.. H. Jones. 


Auto Policy Holder 


THE Wis- 
Has Duty to Company 


consin Su- 
preme 
Court has held that a_ policyholder 
must cooperate with the company in 
defending an action brought against 
him and his failure to do so will al- 
low the company to avoid liability. 


In the case in question an automo- 
bile owner, whose brother was in- 
jured while an occupant of the car at 
the time when it was being driven by 
the owner, permitted the brother’s 
son to drive him into the state of 
which the brother was a resident so 
that he could be served with process 
there. In his deposition on adverse 
examination he made statements in- 
consistent with the answers he had 
previously made in the questionnaire 
of his insurer against liability and 
admitted in such deposition that he 
had driven at full speed down a new 
road and that such conduct was reck- 
less. These and other facts led the 
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court to hold that the policyholder 
did not aid the company and supply 
it with the fullest information obtain- 
able as required by the policy, and 
held that there was no liability on the 
company. 
Maryland and THE Maryland 
Delaware Mutual and Delaware 
Federation Federation of 
Mutual Fire In- 
surance companies is an extremely 
live organization. It is composed of 
twelve member companies and is ac- 
tive in Maryland and Delaware, 
where it keeps five full-time inspec- 
tors on the road, making recommen- 
dations to assureds whereby fire haz- 
ards may be eliminated. The Feder- 
ation also gives advice to its compa- 
nies on other technical matters, at- 
tends to printing of standard policy 
forms, adjusts losses, and publishes a 
monthly educational insurance paper 
called “Mutual Fire Insurance 
News.” Recently the organization has 
extended its activities to cover the 
state of New Jersey. 

At the first meeting held in Balti- 
more last Fall, 133 agents and com- 
pany representatives were present to 
discuss their various problems. 

More than 40,000 various proper- 
ties have been carefully scrutinized 
by the [Federation’s inspectors and 
detailed reports are on file covering 
each risk. A considerable number of 
these reports have to do with farm 
property. 

The officers of the Federation are 
as follows:—Richard Dallam, Presi- 
dent; H. H. Gilkyson, Jr., Vice- 
President ; F. A. Hoffman, Secretary ; 
Walter B. Young, Treasurer ; E-xecu- 
tive Committee: — Harry A. Mat- 
thews, Eben F. Perkins, Paul W. 
Pearson. 


Paint and Varnish THE American 
Mfg. Association Paint and Var- 
Gets A.T.A.E. nish Manufac- 
Award turers’ Associa- 
tion has been se- 
lected, by a distinguished jury, as the 
winner of the 1931 award of the 
American Trade Association Execu- 
tives. This award, the most coveted 
honor in the entire trade organiza- 
tion field is given each year to the 
association reporting accomplishments 
considered most valuable to the pub- 
lic and to industry at large. 
Honorable mention was given to 
the Association of American Soap 
and Glycerine Manufacturers, Roscoe 
C, Edlund, Manager; Cotton Textile 
Institute, George A. Sloan, President ; 
Northern Hemlock and Hardwood 
Lumber Manufacturers’ Association, 
O. T. Swan, Manager; National Bu- 
reau of Casualty and Surety Under- 
writers, James A. Beha, Manager. 


$2,000,000 THE very severe 
Tornado Loss tornado which swept 
across the southern 
states on March 21st 
resulted in a flood of claims for tor- 
nado damage. The Alabama Adjust- 
ment Bureau has reported that more 
than 500 claims had been filed and it 
is estimated that the total property 
damage will be over $2,000,000. 


Furriers’ Policy THE Inland Ma- 
Rebellion Wins rine Underwriters 
Victory Association has an- 

nounced that each 
dealer applying for a furriers’ cus- 
tomer’s policy will be rated individu- 
ally by the association, the tariff 
being governed by the character of 
the storage building, construction of 
vaults, alarm systems and other pro- 
tective devices. There will be a mini- 
mum premium of $1.00 for every 
certificate issued. This will apply the 
same principle to the furriers’ busi- 
ness as is now used for jewelers 
whose risks have been rated indi- 
vidually for years. 


The action by the I. M. U. A. isa 
result of the strong protest made by 
furriers and member companies when 
the rates on the furriers’ customers’ 
business were raised recently. At that 
time the St. Paul Fire & Marine filed 
its resignation with the I. M.U.A. 
and the furriers took steps to organ- 
ize a separate insurance company of 
their own, but these plans have been 
abandoned. 


Agents Must 
Pass Exam in 


New York 


THE agents’ quali- 
fication bill amend- 
ing the State Insur- 
ance Law, passed 
during the closing hours of the leg- 
islative session, has now become a 
law following the signature of Gov- 
ernor Roosevelt and will be effective 
July 1st, 1932. The bill provides for 
written examination for applicant for 
new licenses and is intended to re- 
strict the profession to those compe- 
tent to handle insurance problems. 


Canada Has Wide THE premium 
Variety of Classes income on cas- 
Under Casualty ualty and surety 
Heading business in Can- 
ada in 1921 was 
$34,833,926, as against $41,454,061 
in 1930, and the claims in 1931 were 
$18,862,393 as compared with $22,- 
713,791 in 1930. Under the Canadian 
law a number of classes of insurance, 
which in the United States are con- 
sidered in connection with fire insur- 
ance, are classified under the heading 
casualty. Among these are earth- 
quakes, hail, inland transportation, 
rain and tornado, and a portion of 
automobile and aircraft insurance. 
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P.J.Molnar P. J. MOLNAR, an 
of New York examiner in the rat- 
Dept. Now in ing bureau of the 
Law Firm New York State In- 


surance Department 
since June, 1925, resigned, effective 
April 1, to enter the service of Cabell, 
Ignatius & Lown, insurance attorneys 
at 17 Cedar Street, New York City. 
Mr. Molnar was recently admitted to 
the bar following his graduation from 
Fordham University Law School. 
3efore entering the Insurance De- 
partment he was graduated from the 
College of the City of New York with 
the degree of bachelor of business 
administration. He has handled rat- 
ing matters for the department and 
has conducted numerous examina- 
tions of underwriting practices of 
companies. George S. Van Schaick, 
Superintendent of Insurance, recent- 
ly made the following statement in 
connection with Mr. Molnar’s resig- 
nation : 


“Mr. Molnar leaves the depart- 
ment with the best wishes of every 
one. He has been with the depart- 
ment seven years and his work has 
been of outstandingly high character. 
It is a personal loss to have him go, 
but the entire department wishes him 
outstanding success at the bar.” 


Stock Agent RAILPH W. MIL- 
Gives Mutuals LER of Conkling, 
a Cheer Price & Webb,-local 
agents for a number 
of stock companies in Chicago, re- 
cently advised the stock companies to 
follow the method of the mutuals in 
the compensation field, and exhibited 
to the Insurance Brokers’ Associa- 
tion of Chicago the superior results 
attained by the mutuals in this line. 


Mr. Miller stated that in the years 
1923 to 1930, inclusive, the stock cas- 
ualty companies wrote $1,172,442,000 
in compensation premiums, on which 
the loss and claims incurred to earned 
premiums was 76.2 per cent and un- 
derwriting loss for the period 
amounted to $100,554,988. In con- 
trast to this the mutuals during the 
same period wrote $342,761,000 iln 
compensation premiums with 96.1 per 
cent loss ratio, and made an under- 
writing profit of $47,317,000 or 14.1 


per cent. 


“Your Mutual 
Friend” 


THE Millers Mu- 
tual Fire Insurance 
Association of Al- 
ton issues a very neat and effective 
little house organ, “Your Mutual 
Friend.” A recent number was made 
even more effective by a reproduction 
on the back cover of a portion of the 
advertisement “A Strong Defense Is 
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the Best Attack,” which recently ap- 
peared in the Saturday Evening Post, 
sponsored by the American Mutual 
Alliance. 

This is a good example of a busi- 
ness-like tie-up of company publicity 
with a national advertising campaign, 
and is commended to others who have 
such an opportunity in their house 
organs. 

“Your Mutual Friend” is other- 
wise also of high quality with snappy 
items and illustrations. 


The Profit Motif 
with the Mask Off 


AN editorial in 
the Insurance 
Advocate, the 
official publication of the New York 
srokers’ Association, states some 
plain truths in a frank way. Attack- 
ing the views expressed by Commis- 
sioner of Insurance Van Schaick of 
New York in his Pittsburgh speech, 
and the statements of Attorney Bad- 
ger, the editorial states: “The pri- 
mary, necessary, fundamental reason 
for the existence of a stock insurance 
company is dividends. Any other 
view of the matter is bunk; any other 
pretense is mere selling propaganda. 


“Tf, as these gentlemen seem to be- 
lieve, all kinds of insurance properly 
should be viewed as fiduciary under- 
takings; if the moneys held in all 
such undertakings should be consid- 
ered as trust funds; then the legal 
assumptions upon which stock insur- 
ance is based should at once be dis- 
carded; and the legislatures should 
proceed to enact statutes that will 
make the new theory clear and its 
application certain. In such new 
statutes dividends should be severely 
restricted and both rates and expenses 
strictly dictated and regulated by the 
state. If private capital is found will- 
ing to continue its risk under such 
circumstances, all right (for a 
while) ; but it would be more reason- 
able and proper for private capital to 
withdraw and the companies operated 
on a mutual basis, so that the policy- 
holders will get all the benefits of 
their cooperation against calamities. 


“That should be clear to Mr. Van 
Schaick and Mr. Badger, as lawyers. 


“At the present time and under ex- 
isting statutory and legal theories, 
stock insurance is not a fiduciary un- 
dertaking like life insurance, which 
has a scientific basis. Stock insur- 
ance has no scientific basis except re- 
sults that do not guarantee future re- 
sults; it has to provide funds for 
these latter unknown contingencies. 
The mutual form (we suppose is inti- 
mated by Mr. Van Schaick and Mr. 
Badger) would be the most equitable 
form of operation provided it was 
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very strictly regulated. If that is their 
belief why do they not come out 
plainly as advocates of mutual insur- 
ance? If they think that stock insur- 
ance is outworn and no longer a thing 
to be approved why do they not say 
so plainly? The old ideas if wrong 
should be supplemented by better 
ones.” 


Our only comment is that if pres- 
ent indications are any guide the old 
ideas are being supplemented by bet- 
ter ones and mutual insurance is 
steadily displacing stock insurance in 
both the fire and casualty fields. 


Honest Editor SO many of the in- 
Cites Law on surance periodicals 
Limited Liability which lean heavily 

on stock company 
advertising support are definitely 
anti-mutual in their editorial policy 
that it is very refreshing to come 
across such an honest answer as is 
given in the April issue of Rough 
Notes to a question concerning mu- 
tual policies. The query, from a sub- 
scriber, runs as follows: 


“We have recently had consider- 
able discussion concerning a certain 
type of mutual insurance and want 
your advice concerning it. After a 
policy is issued in which it is defi- 
nitely stated that the contingent lia- 
bility is limited to one annual pre- 
mium, can this agreement be sustained 
in court? Can you cite us any ac- 
tual court decisions, particularly in 
Georgia? 


Can an assured be assessed on a 
mutual policy issued on a so-called 
non-assessment basis? Signed M. J.” 

The editor of the Forum Depart- 
ment of Rough Notes makes answer 
as below: 

A. For answer to your inquiry, we 
quote as follows from Cooley’s Briefs 
on Insurance, 2d Ed., Vol. 1, page 
869 : s 

“Tt is, of course, evident that a 
mutual company may be authorized 
by statute to do business on the cash 
premium plan (State v. Manufac- 
turers’ Mutual Fire Ins. Co., 91 Mo. 
311, 3 S. W. 383) ; and such policies 
will be valid. 

Union Ins. Co. v. Hoge, 21 How. 
35, 16 L. Ed. 61; 

Carey v. Nagle, 5 Fed. Cas, 60; 

In re. Minneapolis Mutual Fire Ins. 
Co., 49 Minn. 291; 51 N. W. 921; 

Powell v. Wyman, Id. ; 

Hannibal Sav. & Ins. Co. v. Pipe, 
43 Mo. 407; 

Mygatt v. New York Protection 
Ins.:Co., 21 N. ¥.5Z, 19 How. Prac. 
61.” —Frank G. West. 
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Texas Plans IN an effort to re- 
Vacant House duce the very high 
Inspection loss ratio on vacant 

houses, State Fire 
Insurance Commissioner Raymond 5. 
Mauk has asked local fire insurance 
agents to inspect all dwellings they 
have insured which are now vacant 
or on which, in the future, they issue 
vacancy permits for 20 days or more. 
Inspection report blanks have been 
furnished to agents with the request 
that they be filled out and sent to the 
insurance companies and to the local 
Fire Marshal. 

Commissioner Mauk points out 
that there were 769 vacant dwelling 
fires during 1931. The risk of loss 
on a vacant dwelling is much higher 
than that on an occupied one and in 
many cases arson has been suspected 
after fires in such dwellings. 
$2,000 Prize for THE Federal 
Mutual Essay Hardware & Im- 

plement Mutuals 
are making a very constructive move 
to promote education along insurance 
lines by offering a prize of $2,000 in 
the two states of Minnesota and Wis- 
consin for the best essay on mutual 
fire insurance submitted by 1932 
Senior high school students. Judges 
of the contest will include the [nsur- 
ance Commissioners of Minnesota and 
Wisconsin, and various men high in 
the educational and insurance world. 


Following is the announcement made 
by the Hardware group: 


HIGH SCHOOL STUDENTS 
OFFERED SCHOLARSHIP 

Senior high school students in this state 
are to be given an opportunity of winning 
a university scholarship. This offer is open 
to both boys and girls graduating during 
the current year. 

The award will be $2,000 in cash, payable 
in four equal annual installments. These 
payments will go a long way to give some 
deserving student the higher education he 
desires. The sponsors of this scholarship 
are the Federal Hardware & Implement 
Mutuals, a group of insurance companies 
consisting of the Retail Hardware Mutual 
Fire Insurance Company, Minneapolis, 
Minnesota, the Hardware Dealers Mutual 
Fire Insurance Company, Stevens Point, 
Wisconsin, and the Minnesota Implement 
Mutual Fire Insurance Company, Owa- 
tonna, Minnesota. 

It frequently happens that a graduating 
high school student desirous of continuing 
into higher education, finds it impossible 
to do so because of financial conditions at 
home. Scholarships are the result of a 
common effort to give boys and girls an 
opportunity to continue their training and 
study. It is with the purpose of providing 
a college or university education for some 
student deserving of such a privilege that 
the Federal Hardware & Implement Mu- 
tuals have decided to offer a scholarship to 
any senior high school student in the state 
capable of qualifying under the scholarship 
requirements. 

The scholarship will be awarded to the 
student who writes, in the opinion of the 
judges, the best essay on the subject “Mu- 
tual Fire Insurance—Its History—Devel- 
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opment and Future.” Material will be 
given to students gratis to assist them in 
writing their essay. Reference will also be 
made to library books and magazines where 
additional material may be obtained. 
Because of the size of this scholarship 
award, considerable interest has already 
been shown and high school students 
throughout the state are preparing them- 
selves for the writing of their essay. 
Complete details have been placed in the 
hands of the principals of all senior high 
schools throughout the state. Rule books 
are available on request to the Scholar- 


ship Committee, 2394 Nicolette Ave., Min- 
neapolis, Minn. 


Foreign Trade 


Only 20% Off 


THE importance of 
our foreign mar- 
kets to farming, 
mining and manu facturing interest in 
every state of the union is apparent 
from the tabulation by the U. S. De- 
partment of Commerce showing the 
distribution of exports by states. 
Even in a year of profound depres- 
sion and drastic price declines such 
as 1931, the value of our domestic 
exports amounted to $2,377,981,786, 
to which total every state and terri- 
tory contributed jts share. Only six 
states had exports valued at less than 
$1,000,000, while thirty of the states 
exported merchandise to a value of 
$10,000,000 or more, and twelve of 
the latter did an overseas business of 
more than $60,000,000 each. 

The significance of export trade 

» American labor is clear when one 
realizes that more than 1,400,000 
workers, receiving more than 1% bil- 
lion dollars in wages were directly 
engaged in producing goods for ex- 
port in 1931. 

Foreign trade in major amounts is 
by no means confined to the larger 
Eastern sea-coast states. Texas, for 
example, had larger exports than any 
other state except New York. Its total 
exports of $324,000,000 represented 
nearly $200,000,000 in wages paid to 
labor. , 

Indiana, Alabama, Tennessee, 
Mississippi, Towa, Missouri, and 
Kansas, to mention only a few of the 
states which are not commonly be- 
lieved to be vitally concerned in for- 
eign trade, had exports aggregating 
$141,000,000 in 1931. 

In actual quantity (figuring in 
price declines) exports declined only 
20 per cent in 1931, or only slightly 
more than the decline in domestic 
business. 

These figures bear out the conten- 
tion of mutual advocates that careful 
underwriting will reduce the loss 
ratio. 

Surety Bond 
Problems in 
Pennsylvania 


GOVERNOR PIN- 
CHOT of Pennsyl- 
vania has stepped into 
the depository bond 





See other notes on pages 25, 26, 27 





picture and ordered the Attorney 
General to collect from the surety 
companies the amount due on such 
bonds covering state deposits in 
closed banks. Under the governor’s 
order the surety companies will be 
called upon to pay the state in full on 
the bonds and then they will take 
title to the deposits but only as ordi- 
nary creditors, state priority claim 
not being transferrable. 
Bar Lloyds from UNDER aa recent 
Fidelity Cover- statute passed by 
age in N. Y. New York it will 
be impossible for 
banking institutions to accept fidelity 
coverage from non-admitted organi- 
zations. This will make it impossible 
for London Lloyds to secure any 
banking coverage. A similar law was 
passed in Michigan last year. The 
purpose of this legislation is to pre- 
serve the banking business exclu- 
sively for American companies. 
Ontario's Finan- APPROXI- 
cial Responsibility mately 100,000 
Law Effect've in reckless and fi- 
Reducing Careless nancially irre- 
Driving sponsible drivers 
would be pro- 
hibited from using the highways of 
the United States each year if every 
state enacted and enforced the Safety- 
Responsibility law, now in effect in 
eighteen states and four Canadian 
provinces says Owen B. Augspurger, 
Chairman of the Safety-Responsibil- 
ity Committee of the American Auto- 
mobile Association. Mr. Augspurg- 
er’s statement was based on the ex- 
cellent result secured under the 
Ontario Financial Responsibility Law 
which parallels closely the A.A.A. 
model bill. He said: 

“The figures of the Ontario Motor Vehi- 
cle Department, as analyzed by R. Leighton 
Foster, Superintendent of Insurance for the 
Province, offer highly satisfactory evidence 
that the legislation is proving to be effec- 
tive along three distinct lines : 

“The Ontario law is compelling the reck- 
less operator to protect the public by estab- 
lishing his financial responsibility by means 
of a certificate of liability insurance, or by 
means of the bond of a recognized surety 
company, or by a cash deposit. It is pro- 
hibiting the use of the highway to the 
operator whose recklessness has been 
proven but who has failed to establish 
proof of his financial responsibility to re- 
spond to damages he may cause. Under 
the threat of loss of driving rights as pre- 
scribed in the law, the law is proving a 
strong incentive to the payment by a 
motorist of damages resulting from his 
careless operation of a motor vehicle.” 

Chairman Augspurger cited the 
Ontario figures to show that during 
the first sixteen months of the oper- 
ation of the law, ending December 
31, 1931, the operators’ license and 
owners’ permit of 4,351 motorists 
were suspended. Of this number, 
1642 regained their permits by prov- 

(Continued on Page 25) 
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And Now Comes the Question Whether the Insurance Covered the Hazards Which May Have Arisen Since the Policy Was Delivered 


Increase of Hazard in Fire Insurance 


Rights and Duties of Carriers and Assureds In Case the Conditions 
Surrounding Property Named In Policy Are Altered 


NE fundamental principle at 

the basis of fire insurance 

underwriting, is that the 
hazard or risk of loss by fire will re- 
main fairly constant throughout the 
duration of the policy. The life in- 
surance company, in issuing a whole- 
life policy to an applicant forty years 
old, for example, is fully cognizant 
of the greater likelihood of his dying 
ten or fifteen years hence than at the 
time of inception of the risk. The 
factor of subsequent, increased prob- 
ability of occurrence of the event in- 
sured against, is therefore taken into 
consideration by the life insurance 
company in fixing its premiums. In 
fire insurance, on the other hand, the 
premium is determined by the cir- 
cumstances and situation of the in- 
sured property as of the time the 
policy attaches, the assumption being 
that no change will take place sub- 


By JESS A. ROSENBERG 
PART I 


sequently, during the term of the 
policy, which will substantially in- 
crease the risk of fire. Should such a 
change occur, it would be manifestly 
unfair to impose upon the company 
the obligation of carrying the greater 
risk, while being paid a premium for 
the lesser one. 
QO 


OW does the company protect 

itself against the occurrence of 
a change which will increase the fire 
hazard ? First, by inserting provisions 
in the policy stipulating that it is to 
become null and void if certain, speci- 
fied contingencies occur, or that no 
recovery is to be had on the policy 
if fire occurs while specified condi- 
tions exist.? While the wording varies 
in the different policies, the same con- 


tingencies are foreseen and guarded 
against in practically all, whether they 
be of the “standard” form prescribed 
by the State Legislature or Insurance 
Commissioner, or*of the company’s 
own selection, unhampered by statu- 
tory restrictions. Among the most 
familiar conditions thus specifically 
mentioned are: Keeping, using or 
allowing on the premises, explosives, 
benzine, gasoline, etc., or kerosene 
oil exceeding fire barrels ; employment 
of mechanics in building, altering or 
repairing the premises beyond a 
period of fifteen days; commence- 
ment of foreclosure proceedings, with 
the knowledge of the _ insured; 
vacancy or unoccupancy of the build- 
ing beyond a period of ten days; 
assignment of the policy before loss ; 


'The significant, legal differences resulting from 
whether the if provision or the while clause is em- 
ployed, will be treated more fully in a subsequent 
installment. 
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procuring other insurance on the same 
property without the insurer’s con- 
sent; incumbering insured personal 
property by a chattel mortgage. But 
the company, in attempting to pro- 
tect itself against changes which will 
increase the probability of the occur- 
rence of a fire, does not content itself 
with inserting in the policy provisions 
covering enumerated perils, which in 
the light of frequent recurrence in 
its past experience, it may anticipate. 
The policy also contains a general 
catch-all clause intended to embrace 
all the residue of circumstances tend- 
ing to increase the hazard of fire, 
which the company can not anticipate 
and thus specifically guard against by 
a provision in the policy. This clause 
is the familiar and oft-litigated, but 
little understood, “increase of hazard” 
or “increase of risk’’ provision. It is 
the purpose of this article primarily 
to discuss the scope and judicial in- 
terpretation of this extremely import- 
ant clause of the fire insurance policy ; 
the specific, enumerated conditions 
will be studied only as they bear on 
the general “increase of hazard” 
clause. 


<< 


> 


IT us commence with the most 
prevalent type of increase of 
hazard clause: The policy is to be- 
come null and void “if the hazard be 





It Is Vitally Necessary That the Minds of the Company and the Policyholder Should Meet 
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increased by any means within the 
control or knowledge of the insured.” 
Our first inquiry is to the meaning 
of “increase of hazard” as used in 
the policy. At the very outset we are 
confronted with the startling proposi- 
tion that, although it be conceded that 
a particular situation has undoubtedly 
rendered insured property a more 
dangerous risk, i.e., has increased the 
hazard, it may not be such an “in- 
crease of hazard” as falls within the 
contemplation of the policy. Neither 
layman nor insurer, judge nor jury, 
would deny that an insured building 
becomes an increased fire hazard upon 
the formation of a conspiracy to set 
fire to it in order to collect the insur- 
ance proceeds; or that a_ building 
stands in greater peril of fire if it 
is later owned or occupied by a pyro- 
maniac or a man who has been con- 
victed of having defrauded insurance 
companies by setting incendiary fires. 
Yet, in a number of jurisdictions, the 
courts will declare that such a situa- 
tion does not constitute an “increase 
of hazard,” avoiding the insurance, 
within the meaning of the policy pro- 
vision. The search for an explana- 
tion, if explanation there be, of this 
seeming paradox, necessitates a brief 
digression into the classification of 
hazards into “physical” and “moral.” 








on All Details of What Coverage Is Wanted. 





Physical hazards refer to factors 
affecting solely the physical suscepti- 
bility to fire of the property insured. 
When we make inquiries such as: Is 
the building insured constructed of 
frame or brick? Is it occupied as a 
dwelling, store, factory, etc.? Is it 
situated adjacent to other buildings 
which constitute a fire hazard? Is it 
equipped with fire extinguishers and 
well supplied with water which can 
be pumped at high pressure ?—we are 
investigating the Physical hazard. 
Moral hazard relates primarily to 
factors conducive to a temptation to 
destroy the property wilfully. It has 
probably never been better defined 
than as existing “whenever a benefit 
real or supposed results to the insured 
or a beneficiary from the occurrence 
of a fire or whenever anyone has no 
proper desire to protect the property 
against fire.”* When we turn our 
attention to questions such as: Is the 
insured’s character such that he may 
set fire to the premises in order to 
collect the insurance money? Is the 
insured dwelling owned by someone 
other than the insured (for the in- 
sured will care less about protecting 
another’s property from fire than 
about protecting his own)? Is the 
insured property so heavily mortgaged 





2See Nash v. American Ins. Co., 188 Towa 127, 
129-130, 174 N.W. 378, 379 (1920). 

















that the insured feels that it does not 
belong to him, and believes (even 
though erroneously) that he will 
profit by setting fire to it and recover- 
ing the insurance proceeds? Are the 
insured’s business prospects very 
dark ; is he engulfed in labor troubles ; 
has he many enemies ?* In all these 
cases we are inquiring as to factors 
affecting the moral hazard. 
OOo 

HAT moral as well as physical 

hazard is of prime importance 
to the insurance company, may be dis- 
cerned from a glance at the numerous 
provisions in the policy referable to 
moral hazard. Thus, of the few spe- 
cific conditions of the policy, which 
have been here mentioned,® those pre- 
cluding recovery on the policy in the 
event of commencement of fore- 
closure proceedings on the insured 
premises, assignment of the policy 
before loss, procuring additional in- 
surance, and mortgaging personal 
property, are clearly designed to pro- 
tect the insurer against changes af- 
fecting the moral hazard. Other 
specifically enumerated conditions, 
such as that relating to the building 
becoming vacant or unoccupied, may 
refer to both physical and moral haz- 
ard—for, as a general rule, premises 
furnished and inhabited are better 
protected against accidental fire than 
a building empty and uninhabited, and 
furthermore, the probability of in- 
cendiarism is less. 

Several courts, however, while fully 
appreciating the importance of moral 
hazard, distinguish between factors 
relating to physical hazard and those 
relating to moral hazard, in dealing 
with the “increase of hazard” clause 
of the policy. According to their con- 
struction of that clause, only physical 
hazard is within its contemplation and 
scope. Thus, the highest court of 
New York holds that the insured’s 
concealment, at the inception of the 
policy, of the fact that the man to 
whom he had contracted to sell the 
insured property was of shady char- 
acter, and had been convicted of 
conspiracy to defraud insurance com- 
panies, is a concealment of facts of 
such importance and materialty, that 
the company may avoid the policy.® 
Yet, a court of the same jurisdiction, 
given the same facts, declares that 
the subsequent acquisition, during the 
term of the policy, of an interest in 
the property by the criminal, does not 
constitute the sort of hazard contem- 
plated by the “increase of hazard” 
clause of the policy.?7 In an earlier, 
leading case® decided by the New 
York Court of Appeals, by a vote of 
four to three, it was held that the 
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Somewhere Every Hour of the Day There 
Are Scenes Like This. 


formation of a plot by the insured to 
burn the property in order to collect 
the insurance, was not an increase of 
hazard within the meaning of the 
clause in the policy, since that clause 
refers solely to the “physical status, 
or condition” of the property. Only a 
few courts have as yet passed upon 
the question—but, to date, we may 
say that Texas? and Pennsylvania!® 
incline to the New York view of re- 
stricting the “increase of hazard” 
clause to physical hazard, while the 
courts of South Dakota,!! lowa,}? 
and the United States Circuit Court 
of Appeals for the Ninth Circuit'’ 
are opposed.!* In an interesting lowa 
case,!5 the insured premises at the 
issuance of the policy were occupied 
as a restaurant and dwelling, while 
at the time of the fire they were being 
used as a wagon and paint shop. The 
court held that the increase of phy- 
sical hazard was sufficiently counter- 
balanced by the decrease of moral 
hazard due to the discontinuance of 
the “low-dive”’ restaurant, to war- 
rant a conclusion that on the whole 
the risk had not been increased by the 
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new use to which the premises had 
been put. In another case,?° the 
building insured was a hotel, which 
was later ‘“‘padlocked” for violation of 
the National Prohibition Act. The 
court concluded from the evidence 
that the padlocking had effected a de- 
crease of physical hazard while in- 
creasing the moral hazard, and that 
the net result justified a finding that 
on the whole there had been no “in- 
crease of hazard” as used in the 
policy. 
DOOD 


NOTHER example of judicial re 

striction of the application of the 
“increase of hazard” clause is found 
in the universally accepted doctrine 
that the clause refers only to “perma- 
nent” and not “temporary” changes. 
actually, practically every fire is 
preceded by an increase of hazard. 
The adoption of a very strict, literal 
interpretation of the clause in the 
policy, would necessitate holding the 
policy avoided, whenever the insured 
knows of the increase of hazard and 
does not notify the company,!? even 
if the fire occurs only a moment after 
acquisition of knowledge by the in- 
sured of the facts constituting the 
increase of hazard. Suppose Mr. 
Jones, having insured his home 
against fire for a year, and paid the 
premium in advance, awakes one 
morning to discover his neighbor’s 
house in flames, and realizes that 
within a few minutes the high wind 
will carry the flames to his own house. 
Shall he lose the benefit of his insur- 
ance policy because he failed to rush 

(Continued on Page 31) 


52 GEPHART, PRINCIPLES oF INSURANCE, (1917) 
p. 97. 

*See Donley v. Glen Falls Ins. Co., 184 N.Y. 107, 
113, 76 N.E. 914, 916 (1906). 

5 Supra p. 2. 

® Sebring v. Fidelity-Phenix Fire Ins. Co., 255 
N.Y. 382, 174 N.E. 761 (1931); cf. Donley v. Glen 
Falls Ins. Co., supra note 4. 

*See Sebring v. Firemen’s Ins. Co., 227 App. Div. 
103, 104, 237 N.Y. Supp, 120, 122 (4th Dept. 
1929). 

’ Ampersand Hotel Co. v. Home Ins. Co., 198 
N.Y. 495, 91 N.E, 1099 (1910); but cf. Liss v. 
U. S. Fidelity & Guaranty Co., 103 Misc. 253, 
169 N.Y. Supp. 1027 (Sup. Ct. 1918) (burglary in- 
surance ). 

° Williamsburg City Fire Ins. Co. v. Weeks Drug 
Co., 121 S.W. 121 (Tex. 1910); see also Scottish 
Union & Nat. Ins. Co. v. Weeks Drug Co., 118 
S.W. 1086 (Tex. Civ. App. 1909); Hartford Fire 
Ins. Co. vy. Dorroh, 133 S.W. 465 (Tex. Civ. App. 
1911). 

© See Collins v. London Assur. Corp., 165 Pa. St. 
298, 305, 30 Atl. 924, 926 (1895). 

1 Lawver v. Globe Mut. Ins, Co., 25 S.D. 549, 
127 N.W. 615 (1910); Davenport v. Firemen’s Ins. 
Co., 47 S.D. 426, 199 N.W. 203 (1924). 

12 Esch Bros v. Home Ins. Co., 78 Towa 334, 43 
sp 229 (1889). 

* Alliance Ins. Co. of a v. Brown, 36 
F. (2d) 625 (C.C.A,. 9th, 1929). 

4 The German courts rhs hold that the “increase 
of hazard’’ clause relates to moral as well as phy- 
sical hazard. Patterson, Transfer of Insured Property 
in German and in American Law (1929) 29 Cot. 
L. Rev. 691, 697, n. 18. 

15 Esch Bros. v. Home Ins. Co., supra note 12. 

16 Alliance Ins. Co. of Phila. v. Brown, supra 
note 13. 
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Texas Opinion Upholds Mutual’s Right 
to Insure Schools 


N opinion which because of its 

logic and clear expression should 
go a long way toward making certain 
stock insurance groups understand 
that it is useless to oppose the idea of 
mutual insurance on school property, 
is the recently issued pronouncement 
of the Attorney General's office of 
the State of Texas. 

This is in line with the prevailing 
decisions and is an effective answer 
to the whispered gossip and unwar- 
ranted propaganda which is so often 
used to try to mislead school board 
officials. 

The opinion follows in full text. 


OFFICES OF 
THE ATTORNEY GENERAL 
March 23, 1932 
Hon. S. M. N. Marrs, 
STATE SUPERINTENDENT OF PuBLIC 

INSTRUCTION, 

Austin, TEXAS. 
Dear Sir: 

The Attorney General is in receipt of 
the following inquiry: 

“Are counties, cities and school dis- 
tricts in Texas permitted by law to 
insure property in mutual fire insur- 
ance companies ?” 

The question is submitted by an indi- 
vidual whom the Attorney General is 
prohibited by Article 4399, Revised Civil 
Statutes of Texas, 1925, from advising; 
but, since the question is one of consider- 
able importance, we have concluded to 
write an opinion expressing our views in 
regard thereto and direct the same to you 
for future reference. 

Article 4867, Revised Civil Statutes of 
1925, provides with whom corporations 
may contract, and reads: 

“Any public or private corporation, 
or association in this State or else- 
where may make applications, enter 
into agreements for and hold policies 
in any such mutual insurance com- 
pany. Any officer, stockholder, trustee 
or legal representative of any such 
corporation, board, association, or 
estate may be recognized as acting for 
or on its behalf for the purpose of 
such membership, but shall not be 
personally liable upon such contract of 
insurance by reason of so acting. The 
right of any corporation organized 
under the laws of this State to par- 
ticipate as a member of any such mu- 
tual insurance company is hereby de- 
clared to be incidental to the purpose 
for which such corporation is organ- 
ized and as much granted as the rights 
and powers expressly conferred.” 

This provision of the statute was re- 
enacted verbatim by the Forty-first Legis- 
lature at its first called session (Sec. 3, 
Ch. 40, p. 91). 

The right to insure in mutual insurance 
companies having been expressly granted 
and delegated by the legislature to public 
corporations, it would appear that the in- 
quiry should be answered in the affirma- 
tive, unless the legislature has exceeded its 
authority in so enacting such a provision. 


The question then presents itself as to 
whether this act contravenes any provision 
of our Constitution. Section 52 of Article 
3 of the Constitution of the State of 
Texas, reads: 


“The legislature shall have no 
power to authorize any county, city, 
town or other political corporation or 
subdivision of this State to lend its 
credit or to grant public money or 
thing of value in aid of or to any in- 
dividual, association or corporation 
whatsoever, or to become a stockholder 
in such a corporation, association or 
company.” 

Section 3 of Article I] of the Constitu- 
tion of the State of Texas reads: 

“No county, city or other municipal 
corporation shall hereafter become a 
subscriber to the capital of any private 
corporation or association or make 
any appropriation or donation to the 
same, or in anywise loan its credit; but 
this shall not be construed to in any 
way affect any obligation heretofore 
undertaken pursuant to law.” 

In order to determine whether the legis- 
lative act contravenes our Constitution, it 
becomes necessary to consider the nature 
of the mutual insurance contract. Mutual 
fire insurance companies are entirely dif- 
ferent from mutual assessment life insur- 
ance companies and are in the main gov- 
erned by Chapter 9, Revised Civil Statutes 
of Texas for 1925, and the amendments 
thereto. Article 4860a, as amended, Acts 
Forty-First Legislature, First Called Ses- 
sion, prescribes policy provisions and 
reads: 

“The policies shall provide for a 
premium or premium deposit payable 
in cash and, except as herein provided, 
for a contingent premium at least 
equal to the premium or premium de- 
posit. Such a mutual company may 
issue a policy without a contingent 
premium while, but only while, it has 
a surplus equal to the capital required 
of a domestic stock insurance company 
transacting the same kind of insur- 
ance, but any such company may 
issue a policy providing that the holder 
of any such policy shall be liable for 
no greater amount than the premium 
or premium deposit expressed in the 
policy. If at any time the admitted 
assets are less than the unearned pre- 
mium reserve, other liabilities and the 
required surplus, the company shall 
immediately collect upon policies with 
a contingent premium a sufficient pro- 
portionate part thereof to restore such 
assets, provided no member shall be 
liable for any part of such contingent 
premium in excess of the amount de- 
manded within one year after the ter- 
mination of the policy... .” 

Thus it will be noted that policies of 
insurance issued by mutual insurance 
companies provide for a definitely stated 
premium or a so-called premium deposit 
payable in cash. Such policies also, where 
the company has no surplus “equal to 
the capital required of a domestic stock 
insurance company transacting the same 
kind of business,” provide for a so-called 
“contingent premium” equal to but not 
exceeding the premium deposit. The re- 


sult is that under the insurance contract, 





issued by a mutual insurance company, the 
entire premium collectible in any event js 
definitely stated, one-half of the premium 
is deposited in cash, and the other one- 
half, the amount of which is definitely 
fixed by the terms of the contract, is pay- 
able in the future, provided the actual ex- 
perience of the company should require 
such payment. 

In other words, the members or policy- 
holders of a mutual fire insurance com- 
pany, in addition to being responsible for 
one annual premium, are liable for an- 
other annual premium, the exact amount 
of which is always fixed and determined 
in the beginning by the terms of the policy 
issued. 

The collection of the so-called “con- 
tingent premium,” or a part thereof, is 
authorized where the admitted assets are 
less than the unearned premium reserve, 
other liabilities and the required surplus, 
This entire “contingent premium” may be 
collected where that is necessary for the 
purpose stated, or “a sufficient proportion- 
ate part thereof to restore such assets.” 

Article 4860a (Subdivision (d), Sec. 7, 
Ch. 40, Acts Forty-First Legislature, First 
Called Session) provides that the com- 
pany is required to collect a premium in 
advance on each application; the total of 
which premium shall be held in cash or 
securities and is required to have and 
maintain at all times cash and invested 
assets of not less than $50,000.00 if it be 
a casualty insurance company, and not less 
than $20,000.00 if the company be other 
than a casualty insurance company. 

The use of the word “contingent” in 
describing the “contingent premium” to be 
paid under the conditions of fact named 
in the statute has created confusion of 
thought and resulting misconception of 
the true nature of the mutual insurance 
contract as defined in our statute, The 
liability for one-half of the premium 1s 
contingent but it is not an unlimited lia- 
bility; the liability is definitely fixed and 
determined in the beginning and is a 
limited liability. The Honorable C. M. 
Cureton, former Attorney General, now 
Chief Justice of the Supreme Court of 
the State of Texas, wrote an opinion as 
to the extent of liability of policyholders 
of mutual fire insurance companies. To 
quote from that opinion: 

“In addition to one annual premium 
the statute makes each policyholder 
liable for another annual premium; 
this liability is absolute and can 
neither be waived nor avoided when 
needed. * * * The shareholders, mem- 
bers or stockholders, by whatever 
term they may be known, of a mutual 
fire insurance company, are not re- 
sponsible for the debts of the corpo- 
ration, except and to the extent spe- 
cified in the act authorizing the in- 
corporation of such company.” (Re- 
port and Opinions, Attorney General 
of Texas, 1916-1918—No. 1662.) 
Mutual insurance companies must opet- 

ate on a different basis from stock insur- 
ance companies. This results from the 
fact that the mutual companies do not 
attempt to do business at a profit but seek 
to furnish insurance at cost. In attempting 
to operate on such a plan, the company 
cannot determine what the costs will be 
to the assured at the time the policy 1s 
written. If all of the premium is not col- 
lected in advance the company says im 
effect “I promise to insure in return for 
your promise to pay a premium, the exact 
amount of which shall be determined later 


(Continued on Page 18) 
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When Business Is Interrupted Loss Accumulates With Every Day a Plant Is Unusable. 


Use and Occupancy Underwriting 


After Convincing the Prospect there are Many Points to be Considered 
by the Underwriter in Judging the Hazard 


IRE insurance companies have 

been educating their policy- 

holders to realize that the phys- 
ical destruction of property is not 
the only and in many cases not the 
largest loss resulting from a fire. The 
loss due to suspension of business may 
equal or exceed the actual physical 
damage, and this loss can be covered 
by Use and Occupancy, or, Business 
Interruption Insurance. There has not 
yet been developed among the insur- 
ance companies, however, the same 
standard of underwriting practice 
that prevails in handling the ordinary 
fire insurance lines. 


It will be helpful, therefore, to 
bring out the features about a risk 
that the underwriter should know in 
order to handle intelligently this form 
of insurance. 


The underwriter will first need to 
know the physical hazards and con- 
dition of the risk. The construction 
of the building, its occupancy, the 
exposure, and fire protection deter- 


By WILLIAM H. RODDA 


The Mutual Insurance Agency, Inc. 
Washington, D. C. 


mine the chances of a fire and its 
probable extent. And after deciding 
that question, the examiner must go 
further and determine the ease of 
replacement following a fire. In some 
cases a frame building will be a better 
Use and Occupancy risk than a fire 
resistive building because it could be 
replaced more quickly. The geo- 
graphical location of the risk and 
transportation facilities must be con- 
sidered because they will affect the 
supply of new materials as well as 
the labor supply. The city risk can 
usually be rebuilt in less time than 
the country risk because materials and 
labor are more apt to be right at hand. 
QOoa 


N many cases the replacement of 
machinery and equipment presents 
much greater difficulties than build- 
ing reconstruction. After all, buildings 
are very much alike in the principles 





of construction, but machines are in- 
numerable in their make-up and func- 
tions. It is important to know whether 
the machines in a given plant can be 
bought on the open market or whether 
they must be made especially for that 
plant. I’or example, the machines in 
use in certain types of mills or 
machine shops can be purchased new 
or perhaps second-hand in almost any 
large city. Replacing the equipment 
in such a risk should be a matter of 
days, or of weeks at most. A news- 
paper plant, on the contrary, presents 
very serious difficulties. The huge 
newspaper presses are built to order 
for each individual establishment, and 
to make matters worse, there is only 
a limited number of mechanics in the 
country who are qualified to install 
a newspaper press. The making and 
installing of one of these presses is 
a matter of months. The papers in 
large cities have prepared for this 
very thing by reciprocal agreements, 
so that if one paper is burned out, its 
work will be carried on by the others 
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until new equipment is secured. Here, 
of course, only a partial Use and 
Occupancy loss would be sustained. 
But the examiner should make certain 
there is such a reciprocal agreement, 
and in the smaller cities and towns 
where there is but one newspaper, he 
may find it necessary to decline, or at 
least reinsure heavily, Use and Oc- 
cupancy lines on newspaper plants. 
Occasionally the underwriter will find 
a factory using not only specially 
made machinery, but machines made 
only in foreign countries. Obviously 
these lines must be written cautiously 
and at adequate rates. 

In considering manufacturing 
plants the underwriter must have a 
complete report on the process. He 
must carefully note whether the 
crippling of one department, or even 
one machine, would cripple the entire 
plant. A comparatively small fire re- 
cently in an automobile parts plant 
resulted in a large Use and Occupancy 
loss because of this situation. Prac- 


tically the entire output had to go 
through a certain finishing machine at 
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one stage of the process. This machine 
was destroyed in a fire which did very 
little other damage. The factory had 
to suspend almost its entire operation 
until that machine could be replaced. 
Wherever possible duplicate machines 
should be provided to take care of im- 
portant points in the process, and these 
machines should be in different fire 
sections. Another vital question is that 
of power supply. Availability of aux- 
iliary power lines, or duplicate power 
plants are features the underwriter 
will welcome. Special hazards so lo- 
cated that a fire caused by them could 
disrupt power lines even temporarily 
= cause a large Use and Occupancy 
OSS. 


a 
—_ 4 


RY often Use and Occupancy 

insurance will be carried not only 
on Buildings, Machinery, and Equip- 
ment, but also covering the replace- 
ment of stock as well. In cases where 
the assured can replace his stock im- 
mediately, there is little need for the 
Use and Occupancy insurance being 
extended to cover it. Where it is 













































































Use and Occupancy Adjustments Call for Especially Expert Work 





covered, however, the underwriter 
must know the character of the stock. 
If it is stock in process in the factory, 
it may take days or weeks to run the 
raw stock through the process to the 
point where it was when the fire oc- 
curred. The insurance company pays 
at least a partial loss until the entire 
factory is once more in operation. A 
slightly different problem is met where 
the raw stock cannot be secured for 
some time. It may be a product that 
can be secured only at certain seasons 
of the year, or on special order. Spe- 
cially seasoned wood, or cured tobacco 
might be examples of raw products 
difficult to obtain under certain con- 
ditions. 


The underwriter must carefully 
consider the form on the insurance 
policy. The earlier per diem and 
weekly forms were more restricted 
and more desirable from the company 
standpoint. The newer co-insurance 
form does give the assured with a 
seasonal business the protection he 
should have, but it is more liberal, and 
in most territories carries a higher 
rate. The underwriter must also 
watch carefully for clauses making 
the company liable for consequential 
damage not directly covered by the 
policy. Loss due to broken power 
lines because of fire outside the plant 
might be covered, but this is an addi- 
tional hazard, and if covered at all, 
should result in an increased rate. 

In settling Use and Occupancy 
losses, the adjuster finds good ac- 
counts even more necessary than in 
ordinary fire loss settlements. These 
accounts should be kept in a fire- 
proof safe and a duplicate set of 
books is desirable. After all, the mer- 
chant or manufacturer who does not 
keep satisfactory accounts is not a 
good business man and not such a 
desirable risk anyway. This suggests 
the question of moral hazard which is 
important in this line of insurance as 
everywhere. The usual investigation 
of the assured’s reputation, ability, 
experience, and honesty should be 
made before accepting him as a risk. 


oor 


UST a word might be said about 

rates. They are based on the fire 
insurance rates, and for factories are 
adjusted according to the ease with 
which the building, machinery, equip- 
ment and stock can be replaced. With 
some experience, the underwriter will 
be able to judge whether his company 
is receiving a fair rate. In all cases, 
the rate received should be adequate 
for the risk covered. 


It will be of interest to note some 
of the general tendencies in the han- 
dling of Use and Ocupancy insurance 
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by the various companies. It is an 
accepted fact in insurance circles that 
the mutual companies are more care- 
ful than other carriers in their selec- 
tion of ordinary fire insurance risks. 
The writer’s experience with stock 
companies as well as with mutual 
companies indicates that the mutuals 
are using the same care in under- 
writing Use and Occupancy coverage. 
The stability of the insurance com- 
pany is of primary importance and 
conservative underwriting is essential 
in handling newer forms of insurance. 
The mutual companies by their care- 
ful practices are assuring their 
stability and paving the way for con- 
tinued successful operation in the in- 
terests of the policyholders. 


The company examiner must of 
course keep in mind the paramount 
question of ease of replacement 
when considering a Use and Oc- 
cupancy line. As long as the store 
or factory remains wholly or partially 
idle the insurance company must pay 
the loss. The mutual companies are 
very wise in rejecting the undesir- 
able risks and in making every effort 
to improve conditions in the accept- 
able risks. 

oOs 


India Insurance Paper 
Gives Good Advice on 


Salesmanship 


NEAT little magazine with a dis- 

tinctly British colonial flavor is 
“The Peace-Guardian” edited by R. 
Panchapagesa Iyer and coming all the 
way from No. 53 Big Street, Tripli- 
cane, Madras, India. 


Among its interesting features is 
an article on “Education for Insur- 
ance Salesmanship” which is credited 
to a magazine called “The Policy,” a 
publication which we do not recognize 
as one of American origin. 


After discussing various phases of 
the art of going after the prospects 
and deploring that the specilization of 
modern insurance offices precludes 
often a man growing up in the busi- 
ness and obtaining a wide knowledge 
of all phases of underwriting and 
solicitation there is this good para- 
graph to think about: 


“How, then, from numbers of 
knowledgable and diploma’ed young 
men are we to discern the successful 
salesman? Here we come right up 
against the problem of selection. 
Some adventurers will pick them- 
selves by their keenness to get on, by 
early display of selling ability, by the 
way they organize the work under 
their control or dominate their imme- 
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diate surroundings. Others have, per- 
haps, less front window display, but 
instead, charm of personality and 
depth of character fitting them to rep- 
resent their office with success and 
distinction. Again, there are some 
whose sensitiveness and nervous tem- 
perament make them peculiarly re- 
sponsive in the delicate handling of 
interviews so that, though they seem 
unfitted for the rough and tumble of 
outside life, they are in fact, or be- 
come, first-class producers. There is, 
too, that remnant who somehow never 
settle down to the office chair yet 
who, put on the road with fear and 
trembling, often confound the critics 
of their choice by developing, out of 
their restlessness power, hitherto un- 
suspected. 


“There is no common mold in 
which salesmen may be cast; there is 
no footrule by which they may be 
measured. The man who is a brilli- 
ant success in one area may be com- 
monplace in another. The question 
of selection is as important as that of 
training. The success of many a play 
is made or marred by skillful or un- 
skillful casting.” 


The Peace-Guardian also has news 
of mutual success in India particu- 
larly in the life insurance field where 
is included aniong other benefits 
daughters marriage dowry funds. 


(Unemployed sheiks note this. ) 


i Os 


Uniformity in Traffic, 
Pavement Markings, 
Signs and Signals 


LANS for developing complete 

uniformity in traffic signs, signals 
and pavement markings, in both ur- 
ban and rural districts, have been 
announced by Secretary of Commerce 
R. P. Lamont, Chairman, National 
Conference on Street and Highway 
Safety, in naming representatives of 
the National Conference on Street 
and Safety to cooperate with repre- 
sentatives of the American Associa- 
tion of State Highway Officials as 
members of a joint committee of the 
two organizations. 


These representatives of the Na- 
tional Conference have been named as 
members of the Signs and Signals 
Committee by reason of their special 
experience and familiarity with the 
work assigned to the committee and 
are receiving no remuneration of any 
kind for their services. Members of 
the Committee representing the 
American Association of State High- 
way Officials are serving on the same 
basis. 
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“Tt is vital,” said Secretary La- 
mont, “that every safety factor be 
developed to the utmost in order to 
cope with the problem of our climbing 
automobile accident toll, which 
amounts to about 34,000 lives and 
1,000,000 serious injuries annually. 
The creation of the new committee to 
combine and make any desirable re- 
vision of the manuals for traffic 
guides of the Association of State 
Highway Officials and the National 
Conference on Street and Highway 
Safety for rural and urban districts, 
respectively, is one of a series of steps 
to promote uniformity in traffic laws, 
ordinances, and driving practices 
throughout the country. 

“The combination of the two man- 
uals into a single volume is being 
undertaken in response to the demand 
from sections where urban and rural 
districts merge into one another with- 
out any sharp dividing line. The 
points of difference to be harmonized 
are relatively small but will receive 
careful attention as it is desirable to 
assure the most complete uniformity 
in standards for the various traffic 
signs, signals and pavement mark- 
ings. Modification and extensions of 
the Manuals to take account of the 
most recent experience and develop- 
ments in traffic control equipment 
will also be considered.” 


The personnel of the new commit- 
tee as announced by Secretary La- 
mont for the National Conference on 
Street and Highway Safety, and Mr. 
Frederic E. Everett, President of the 
American Association of State High- 
way Officials, is as follows: 
Representatives of American Association 

of State Highway Officials: 


OR Ge See Washington, D. C. 
W. F. Rosenwald.....St. Paul, Minnesota 
Be OS See ee Columbus, Ohio 
C.F Be 5.050 Boston, Massachusetts 
Fe he ONION 5.5 oie, bie be dleoes Portland, Oregon 
OS | See Trenton, New Jersey 
|. bie DNS... :.. Sacramento, California 


Representatives of National Conference on 
Street and Highway Safety: 


We BOW icc eines Buffalo, N. Y. 
Maxwell Halsey........New York, N. Y. 
; te. ae mre aaa Philadelphia, Pa. 
A. J. Montgomery..... Washington, D. C. 
Burton W Marsh....... Philadelphia, Pa. 
Co We es Soca caus Washington, D. C. 
5. 5, Wee: 65.5 sound Chicago, Illinois 
W. Graham Cole.......New York, N. Y. 


Mr. James will serve as Chairman 
of the Signs and Signals Committee. 
He was a member both of the Com- 
mittee of the American Engineering 
Council which drew up the manual 
for city use for the National Confer- 
ence on Street and Highway Safety 
and of the Committee of the Ameri- 
can Association of State Highway 
Officials which prepared the manual 
for signs on highways outside cities. 
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Commission or Salary Basis-- 
It’s Quality that Counts 


E have just had dinner with a stock-insurance 

agent. He has a beautiful home, a no less beauti- 

ful wife, a Cadillac with the 1932 stamp upon it, 
and is altogether a useful and substantial member of the 
community. He is a deacon in the church, we play golf 
with him at the club where we are fellow members ; occa- 
sionally we are dragged out from our comfortable homes 
by wives who are unfeelingly intent upon our learning 
contract a la Culbertson or Lenz. We have many sorrows 
like the latter irritation, and some few happinesses which 
we enjoy together. For some twenty years we have called 
each other by our first names and if either of us should 
lose our job the other would be willing, in case of need, 
to contribute the shirt off his back. 


“Why,” says Reginald, “do you write such vicious 
editorials attacking the agency system?” 

We look at him sadly and deny the soft impeachment. 
For it is neither the agent nor the system to which we 
object, but to the parasitical growths which, by now, 
have almost obscured the parent stem. 

Qo 

I’ an agent is a real representative of his company, 
I giving service to his clients, comparable in amount to 
the value of his commission, he is on a plane with any 
honest citizen whose activities are in the business world. 
A system of first-class agents certainly could not be con- 
demned as a system and it never has been the purpose of 
this Journal to do so. Mutual insurance companies oper- 
ate on both the agency and salary representative basis 
and both types are equally successful. When stock insur- 
ance is compared with mutual coverage, therefore, the 
advantage shown in favor of the latter is not funda- 
mentally because the stocks are predominately operated 
on the agency plan. 

Neither have we ever attacked stock insurance as such. 
before the mutual light burst upon us the writer collected 
several times from stock companies for minor but dis- 
tressing damage to household goods and the check came 
promptly and apparently with the utmost goodwill. 

We do, however, find ourselves disturbed when the 
test of insurance quality is said to be whether an agent 
gets a commission on the policy. If ever there was a case 
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of the tail wagging the dog, certainly this is a situation to 
which the phrase applies. Here is an mutual organiza- 
tion, for example, which has spent decades in building up 
a sound financial structure, by good management, by 
superior service to its assureds, by honest adjustments, 
by commonsense as applied io selection of risks, and care 
in the placing of investments. The number of agents it 
could possibly keep employed would be infinitesimal as 
compared with the number of the general public it serves, 

And this is true throughout commercial life. It is 
ridiculous to contend that because a man is working on 
commission he is more efficient than a man who works 
ona salary. As a matter of fact only the upper bracket 
of commission workers are anything like as efficient as 
salaried workers. The ordinary commissioned agent is a 
part-timer, dipping into, instead of digging into, the 
insurance business. The vast majority of workers of all 
kinds in the world are salaried people and they are no 
less energetic and useful because they are salaried. In 
fact the salary motif is an incentive for a man to keep 
busy, to be up to date, to look after the interests of his 
company as well as to his own welfare. The executives 
of the world of commerce are salaried men, and they are 
in a position to choose their own method of compensa- 
tion. There is no substitute for knowledge and fair 
dealing, and an insurance representative who fits these 
qualifications, whether he has passed a so-called “‘quali- 
fication test” or not, is priceless to the business, either 
under the commission or the salary plan. But the rip- 
snorting stock agent, ignores the standing of the com- 
pany, its unimpeachable record and its sound condition. 
According to his myopic standards the agent and his 
commission must be paramount—and so he says the 
company is no good. 

And conversely—to follow out the dog’s tail idea— 
even if a stock company’s investments are a collection of 
“felines and canines,” even if it has allowed its manage- 
ment to go to pot, even if its risks are queer, even if it 
favors one class of assureds over another, nevertheless 
just so long as it is a commission payer, the same stock 
company agent group whoops it up for this lame-duck 
carrier. The motto is “get the money” when the slogan 
should be “serve the public.” 

QOD 


HIS thing has gone so far—as we have pointed out 
before in these pages—so far in some communities 
that a man who takes out a mutual policy is first accused 
of disloyalty to his town, then held up as a patron of 
socialism and finally if he persists is given up a plain nut 
who is throwing away his chance of economic salvation. 
It may be that sometimes this method does succeed in 
frightening a policyholder, though it is mostly the man 
with the smaller risk who is persuaded, against his sound 
judgment, that he had better knuckle down to the pro- 
moters of this modern racket. But very frequently the 
reaction is like that of the German business man, who, 
when approached with the proposition of buying insur- 
ance of stock agents or being boycotted, showed the 
“reciprocity” man “the way out by the door in” and 
then placed his policies with a mutual. 


Now it might very well work out that “every knock is 
a boost” for the mutuals, if the boycotter didn’t so dis- 
gust his prospects that the entire insurance business suf- 
fers. What must the public think when the stock agents 
who have lost their hold on conscience tell tall tales of 
company failures, and litigation, and miscellaneous trou- 
bles which are sure to follow the taking out of mutual 
policies. It is easy enough for the mutual representatives 
to submit figures to disprove these statements, but in 

(Continued on Page 30) 
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Life-Lights Against A Business Background 
What is the World Coming to? 


HERE may be more profitable 

exercises than that of turning 

one’s mind upon a speculative 
study of the world and its confusion, 
but it is an exercise which any mind 
that even pretends to think can 
scarcely escape in these more or less 
bewildering times. 

Even if one is not impelled to board 
such a train of thought as a result of 
happenings within his own expe- 
rience, he must abandon all reading 
of newspapers and magazines and 
books in order to avoid being a pas- 
senger for occasional journeys, most 
of which will carry him back to where 
they began. 

I had been reading an article en- 
tiled “Where Do We Go from 
Here?” in one of the reviews which 
my club supplies for its members, 
when Edgar Barnstable, professor in 
sociology at Cosmopolis College, 
stretched his lank length in an easy 
chair beside me, crossed his legs, and 
tapped a cigarette on the back of his 
hand. He glanced over at the maga- 
zine on my lap, scanned the title of 
the article and drawled out, between 
puffs, “Well, what’s the answer?” 

“If there is one, this fellow doesn’t 
know it,” I grumbled. 

“What I suspected,” said he. “Too 
many such chaps are writing today, 
muddling people’s thoughts, and un- 
settling their minds. But those who 
think they know the answer are often 
worse than those who frankly admit 
they don’t. Beware of the fellow who 
tries to blue-print the future, and 
furnish precise plans and _ specifica- 
tions for the year after next. Who 
is your author?” He reached for the 
magazine and turned to the title page 
of the article. “Ha, Alfred Arm- 
bruster—I know him. Never had a 
constructive idea in his life. You're 
wasting time with him, my boy.” 

“T had come to that conclusion be- 
fore you arrived,” I said. “But surely 
somebody ought to have some worth- 
while ideas in answer to a question 
so important to all of us. What are 
you wise men of the universities and 
colleges good for if you can give no 
guidance to a groping world at a 
time when it needs it desperately ?” 

“Giving advice is not the proper 
task of an educator,” drawled Barn- 
stable. “His real job, if he knows it, 
is teaching people to think. Advice is 
of little value to persons who insist on 


By S. J. DUNCAN-CLARK 


following their prejudices and emo- 
tional reactions rather than their 
minds; who think what they like to 
think, rather than what the facts 
should lead them to think; who, in- 
deed, weigh facts by their feelings, 
and exclude or discount all those 
which are not congenial to their 
wishes. That is what most of you 
fellows do. It is what you were doing 
back in the days of stock-market 
whoopee. Anybody who had really 
thought then could have foreseen at 
least part of the consequences. Some 
of us did and advised you. What 
good did it do?” 

“Not much, I admit,” I answered. 
“But, in my chastened mood, I would 
like to hear your answer to this ques- 
tion that Armbruster poses. What is 
the world coming to?” 


“Guessing it not in my line, as I 
have intimated,” he rejoined. “But I 
will venture to say there are three 
things the world needs to realize. 
First, that it is a much more inti- 
mately related and interdependent 
world today than it was fifty or even 
twenty-five years ago ; second, that the 
speed of change in every phase of its 
life—social, political, economic—has 
been tremendously accelerated ; third, 
that detailed, rigid planning for the 
future is almost the most dangerous 
thing it can attempt. 


“The first of these three considera- 
tions means that we must include a 
great many more factors in any sur- 
vey of our own relation to the general 
problem than we have been in the 
habit of including, and that the need 
for adjustment extends over a far 
wider field and involves greater com- 
plexities than ever—hence the im- 
portance of knowing more facts and 
thinking more clearly ; the second con- 
sideration means that we must think 
more quickly and more elastically— 
if I may use the term—than we are 
accustomed to think. Change comes 
so rapidly that it overtakes and passes 
our planning before we have com- 
pleted it. There is greater change in 
a generation, today, than there used 
to be in four or six or eight. We have 


gone farther in the last fifty years - 


than the world traveled in the pre- 
vious 200. And that brings me to the 
third consideration—static planning 
is now out of the question. To make 
permanent plans is to invite disaster. 
The danger of the future will lie in 


too great rigidity of systems and in- 
stitutions. In the good old days pro- 
grams could be built for periods of 
centuries ; but that is no longer pos- 
sible. We must adapt ourselves to a 
new era of accelerating change—call 
it progress, if you like. 

“What we need is development of 
quick and intelligent reaction to new 
formations and operations of world 
forces, and provision in all our insti- 
tutions and plans for prompt and 
effective readjustment in order to es- 
cape the worst consequences of sud- 
den strains and stresses, the collisions 
occasioned by sharp turns in the road. 

“In other words, we need thinkers 
in statesmanship and in business, with 
inclusive minds and some capacity for 
foresight. Not the cock-sure fore- 
sight that, as I have said, blue-prints 
the future; but the foresight which 
can judge the direction of trends, and 
advise as to the adjustment that 
should be made within an elastic sys- 
tem to escape their dangers and make 
best use of their advantages. 

“Today our so-called statesmen 
think only from one presidential elec- 
tion to another, and in terms of 
politics. Their dominating impulse is 
to do the thing that will satisfy public 
fancy or demand for the moment. 
Economic and political structures are 
set up, mechanisms created which are 
of temporary service only and do not 
hold within themselves the capacity 
for easy and quick readjustment to 
change. Moreover, the average polit- 
ical leader cannot think in terms more 
comprehensive than his own state or 
country. Toward all other countries 
he is on the defensive—an attitude 
which makes attainment of world co- 
operation very difficult. The intensify- 
ing of narrow natidénalism in all lands 
by the depression has been one of the 
great obstacles to recovery. 

“And just as greatly we need busi- 
ness leaders who can think beyond 
the limits of their own particular 
business or industry, and in world 
terms; who will adjust themselves to 
change rather than resist it up to the 
cracking point. Parochialism and 
fixed mental patterns are perilous 
today. 

“Now you have my slant on the 
situation for what it is worth.” 

With amazing suddenness he 
leaped from his chair—his eyes on 
his wrist watch. “T have a date for a 
show,” he said. “I’m late. Good 
night !” 





Texas Opinion 
(Continued from Page 12) 


but which in no event shall exceed X 
dollars.” It will become apparent that by 
insuring in mutual insurance companies, 
the public corporations do not assume any 
liability that is unlimited, for the limit of 
obligation is fixed at the time the insur- 
ance is obtained and, according to the 
statute governing such companies, cannot 
be enforced beyond the limit fixed. 


A municipal corporation in taking out 
insurance with a mutual fire insurance 
company does not enter into a contract by 
which the use of its credit is furnished to 
the insuring company as consideration for 
the insurance written. What it really does 
is to make a direct, outright purchase of 
insurance protection, agreeing to pay 
therefor either one of two definitely 
stated prices, or some price between the 
two. And as to any part of such price in 
excess of the minimum named, it is per- 
mitted to make payment at the end instead 
of at the beginning of the insurance term. 


The mutual insurance company is an en- 
tity quite as distinct from its policyholder 
members as is the stock insurance com- 
pany from its stockholder members. In 
insurance policies, mutual and stock in- 
surance companies alike, the insurance 
corporation promises to indemnify the 
assured for a particular loss in return for 
a stated consideration. It is only in the 
form of the consideration that there is 
any difference between the policies issued 
by the two classes of companies. The 
consideration for the policy, called a pre- 
mium, in practice consists either of an 
outright payment of money or a promise 
to pay money in the future. With the 
stock companies it is usually the former; 
with mutual companies it is cither the lat- 
ter or a combination of the two. 


The substance of the transaction is ex- 
actly the same, whether the premium be 
all paid down when the policy is issued or 
whether the payment of a part of it be 
deferred until the end of the policy term 
and an additional amount be then paid, 
determined by the actual experience of 
the company, so long as there is a limit 
definitely fixed by contract in the beginning 
beyond which the amount of the premium 
cannot go in any event. 


The entire subject is discussed in a 
very illuminating manner in an opinion 
of the Supreme Court of Pennsylvania, 
involving the right of a school district to 
insure its property in a mutual company. 
In the course of the opinion in the case 
of Downing, et al vs. School District of 
City of Erie, et al, 147 Atlantic 239, 297 
Pennsylvania 474, the court said: 


“The responsibility of an additional 
limited assessment is part of the con- 
sideration, and it so appears in the 
contract. There is no loaning of 
credit by the school district to the in- 
surance company, but rather by the 
latter to the former, since it does not 
require the immediate payment of the 
amount of contingent liability, but re- 
frains from asking presently more 
than one-fifth thereof, having under 
no circumstances the right to demand 
more than the maximum. ‘Assess- 
ments’ and ‘premiums’ are interchange- 
able words, and mean the same thing. 
They are the consideration for the 
contracts. Hill v. Farmers’ Mut. Fire 


Ins. Co., 129 Mich. 141, 88 N. W. 392. 
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“(3, 4) The court below was of 
the opinion that though the right to 
insure in a mutual company was ex- 
pressly given by the Act of 1925, yet 
this statute was in conflict with the 
constitution, which provided (Art. 9, 
Sec. 7): ‘The General Assembly shall 
not authorize any county, city, bor- 
ough, township, or incorporated dis- 
trict to become a stockholder in any 
company, association or corporation or 
to obtain or appropriate money for or 
to loan its credit to, any corporation, 
association, institution or individual.’ 
It must be kept i mind, in passing 
upon the question raised, that all pre- 
sumptions are to be drawn in favor 
of the validity of the legislation (Ken- 
nedy v. Meyer, 259 Pa. 306, 103A. 44; 
Speer v. School Directors, 50 Pa. 150), 
and that a statute is not to be declared 
unconstitutional unless this conclusion 
is so plainly apparent as to leave no 
doubt. Keator v. Lackawanna County, 
292 Pa. 269, 141 A. 37. 


“Our constitutional provision was 
designed to prevent municipal corpo- 
rations from joining as stockholders 
in hazardous business ventures, loan- 
ing its credit for such purposes, or 
granting gratuities to persons or as- 
sociations where not in pursuit of some 
governmental purpose. Taking of in- 
surance in a mutual company with 
limited liability is not within the inhi- 
bition for the district does not become 
strictly a stockholder,.nor is it loaning 
its credit. It agrees to pay a fixed 
sum, and can be called upon for the 
total only in case of some unusual 
catastrophe causing great loss. Until 
this contingency arises it is required to 
advance but a small portion of the 
maximum and is, in effect, loaned 
credit as to a possible future demand 
by the company for the balance which 
may become payable. By the terms of 
the policy the district did not assume 
responsibility for the losses of others 
insured except as to a named and 
limited amount. The act of 1925 is 
presumably valid, and does not so 
plainly violate Section 7 of Article 9 
of the Constitution as to justify us in 
holding the statute to be beyond the 
scope of legislative power.” 


Another very interesting case is that of 


French vs. Millville, 66 N. J. L. 392, 
affirmed 67 N. J. L. 349, in which case 
the defendant city had insured with 


plaintiff company and had given premium 
notes upon which this suit was brought. 
The defendant city pleaded, among other 
things, that paragraph 19 of Article I of 
the Constitution prohibited cities, etc. from 
loaning their credit to any corporation, and 
from becoming directly or indirectly, the 
owners of any stock of any corporation. 
The Court said: 


“The scheme of mutual insurance in 
such associations does not fasten upon 
the members any liability which mu- 
nicipal corporations may not with 
reasonable safety assume, for the 
limit of obligation is always fixed at 
the time the insurance is obtained, and 
is rarely enforced beyond what would 
be charged for insurance on the non- 
mutual plan. 


“By giving its premium notes the 
city did not loan its credit to the com- 
pany. Its promises were made for a 
consideration of value beneficial to it- 
self, and like other assets of the com- 
pany, they were purchased, not bor- 








rowed. Nor did the so-called mem- 
bership of the insured render the city 
in any sense the owner of the stock 
or bonds which belonged to the com- 
pany, or a holder of stock in the com- 
pany, within the fair import of the 
constitutional prohibition.” 

McQuillan on Municipal Corporations 
(2 ed.), Section 2329, in discussing the 
constitutional prohibitions present in most 
of the State Constitutions against dona- 
tions, subscriptions, and the loaning of 
credit in aid to a company or association, 
states the law to be as follows: 

“The fact that a municipality takes 
out insurance on its property by be- 
coming a member of a mutual insur- 
ance company does not make it the 
owner of stock in a private company 
so as to violate the constitutional pro- 
hibition; and giving premium notes 
for payment of assessments to meet 
losses incurred by a mutual insurance 
company of which the municipality is 
a member does not constitute a loan- 
ing or credit to the company.” 


In Dillon on Municipal Corporations (5 
ed.), Section 976n, it is said: 

“As incident to the power to erect 
and maintain a_ city hall, school 
houses, and other public buildings, the 
municipality has the right to contract 
for indemnity against fire by insuring 
these buildings ; and, having the power 
to insure, it may insure them in a 
corporation organized on the mutual 
plan under the laws of the State in 
which the city is located. Giving pre- 
mium notes for losses incurred by 
such companies on other insurance is 
neither a loan of credit of the city, 
nor the owning of stock or bonds of 
the company in violation of constitu- 
tional provisions.” 


In Joyce on Insurance (2 ed.), Volume 
page 708, we find the following: 


— 


“If the charter of a city empowers 
it to erect and maintain different pub- 
lic buildings, the city acquires, as in- 
cidental to the power thus granted, 
the right to contract for indemnity 
against loss of such buildings by fire 
and such right can be exercised by 
insuring on the mutual plan.” 


The city does not lend its credit to an 
insurance company merely because the 
city does not assume full and unqualified 
liability for the entire premium. The 
fact that the city makes a special contract 
whereby, under certain circumstances, it 
may be relieved from paying one-half of 
the premium, the so-called contingent 
premium does not mean that the city is 
lending its credit to the company. On the 
contrary, if there is any lending of credit, 
then, as pointed out by the Supreme Court 
of Pennsylvania, it is by the company to 
the city. 


It is a familiar rule of construction, 
universally applied, that every legislative 
act is presumed to be constitutional and 
will not be declared unconstitutional un- 
less it is clearly so. 


Correctly understood, nothing to the 
contrary was decided in the opinion of 
the Commission of Appeals in City of 
Tyler vs. Texas Employers Insurance As- 
sociation, 288 S. W. 409, on rehearing, 
294 S. W. 195. That case involved but a 
single question and that is clearly stated 
in the beginning sentence of the first opin- 
ion as follows: 


(Continued on Page 31) 
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It Is Hoped That Science Will Ultimately Be Able to Give Ample Warning of Approaching Destruction. 


Origin and Hazard of Windstorms 


A Critical Analysis of the Types of Windstorms, Their Frequency, 
Location and Resulting Property Loss From the Insurance Viewpoint 


HE continental United States is 
visited by more destructive 
winds than is any other large 
country. So numerous are the storms 
and so destructive is their nature that 
the country has been called a battle- 
ground for violent storm winds of 


all kinds. 


The prevalence of destructive 
winds in the United States is due 
largely to its location and topography. 
Located in the North Temperate 
Zone, most of the country is subject 
to the prevailing westerly winds 
which are more invaded by storms 
than any of the other permanent 
winds of the earth. The topography 
must be considered, however, in order 
to explain fully the occurrence of 
numerous and severe storms of a local 
nature. The chief factors are the 
Rocky Mountains and the Gulf of 
Mexico. In the United States the 
Rocky Mountain chain runs north and 
south over most of its western half. 
Placed in this way, the mountains 
tend to check the eastward flow of 
surface winds and at the same time, 
permit (in fact, aid) the warm air 
currents from the South to mix with 
the cold air currents from the North. 
Cold air meeting warm air, produces 
a conflict. It is through such a mixing 


By C. A. KLINE, Ph.D. 
Instructor in Insurance, Wharton School, 
University of Penna. 

PART II 
Fundamental Considerations 
Types of Windstorms—Their Frequency 
and Location 


(a) Extra-Tropical Cyclones and Hurricanes 


HE winds of the earth may be 

divided into two broad groups; 
those which are either beneficial or 
not hostile to man and those which, 
due to their velocity, cause damage 
to life and property. In the first 
group will be found the primary or 
general winds, described in the pre- 
ceding article. In the second group 
are the destructive winds, properly 
called WINDSTORMS. These are 
the irregular and unlooked for 
winds. They comprise the second- 
ary circulation of the atmosphere. 
It is this second group of winds 
with which we are concerned in 
this article. 





process that storm action seems to 
thrive. 

Classification of Winds. Meteor- 
ologists have classified winds in many 
ways but always with a_ meteor- 
ological purpose in mind. In any 
detailed discussion of winds, con- 
venience and clarity necessitate a 


classification suitable for the purpose 
in view. Since no classification for 
insurance purposes can be found, it 
seems best to divide all winds into the 
two broad groups mentioned at the 
beginning of this article, viz.: the 
non-destructive and the destructive 
winds. The destructive winds include 
the high winds that accompany storms 
which originate in the general wind 
system of the earth and are carried 
along by prevailing air currents. The 
following list gives the names of the 
important destructive winds which 
occur throughout the world: cyclones, 
tornadoes, thunderstorms, hurricanes, 
blizzards, northers, Texas northers, 
northeasters, gales, waterspouts, ty- 
phoons, sand storms, and whirlwinds 
of various kinds. 


Types in the United States. Con- 
sidered according to their names, 
several of the above mentioned winds 
do not occur in the United States. 
Considered according to type, how- 
ever, it may be said that all forms 
are experienced in this country. Ty- 
phoons, for example, occur in the 
China Sea where they are extremely 
destructive in nature. These storms 
are tropical cyclones, similar in im- 
portant respects to the hurricanes of 
the West Indies which frequently 
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sweep the southeastern coast of the 
United States. Waterspouts are tor- 
nadoes which occur over bodies of 
water. They are common wherever 
thunderstorms take place and are ex- 
perienced at times near some parts 
of our eastern coast and on the Great 
Lakes. Blizzards, northers and the 
other forms of winds occur fre- 
quently in the United States. 


For the sake of convenience in dis- 
cussion, a more logical classification 
than that given above is desirable. 
Destructive winds in the United 
States fall logically into the following 
five classes: (a) extra-tropical cy- 
clones and anti-cyclones ; (b) tropical 
cyclones; (c) thunderstorms; (d) 
tornadoes; (e) others. The winds in 
this classification, with the exception 
of the last class, are listed in the order 
of size, the cyclones being the largest 
and the tornadoes, the smallest. They 
will be discussed in the order named. 


Definitions. Before discussing the 
five types of destructive winds, some- 
thing should be said about the mean- 
ing of the more general terms, Wind- 
storm and Storm, and the general 
lack of agreement regarding the use 
of names for violent winds. Webster’s 
dictionary defines a windstorm or any 
storm characterized by a high wind 
with little or no precipitation. A 
Storm is defined as any disturbance 
of the atmosphere attended by wind, 
rain, snow, hail, sleet, thunder, or 
lightning ; also, a heavy fall of rain, 
snow, or hail. These definitions are 
not exactly like those used by meteor- 
ologists nor are they always to be 
found in common use. Meteorologists 
rarely use a general term like Wind- 
storm unless the content of the writ- 
ing makes the meaning clear. They 
frequently use the word Storm to 
mean the cyclone (as hereafter de- 
fined) ; and at other times they use 
the word to include other destructive 
winds such as the thunderstorm, the 
hurricane, and the tornado. It is in 
this broader sense that the word will 
be used here. 


In common usage the word Wind- 
storm generally means any disturb- 
ance of the atmosphere accompanied 
by a high wind, and it is nearly always 
used to designate a disturbance where 
the damage caused by wind predomi- 
nates over that caused by other ele- 
ments. While this is somewhat 
broader than the dictionary definition 
it is doubtful if any criticism of the 
practice should be offered. The use 
of an all-inclusive term of this sort 
prevents the general public from 
using interchangeably the terms Tor- 
nado, Cyclone, Hurricane, Blizzard, 


JouRNAL OF AMERICAN INSURANCE 

















A Cloud Full of Twisting Terror 


etc., all of which have very definite 
and clear-cut meteorological mean- 
ings. 

The above conditions naturally have 
been reflected in the business of in- 
suring against losses due to destruc- 
tive winds. Most insurance policies 
state in the insuring clause that loss 
or damage is covered if caused by 
Windstorm, Cyclone or Tornado. In 
naming the coverage, the term Tor- 
nado Insurance, although inaccurate 
because it is much too narrow, is 
used more than any other. Most State 
Insurance Reports and many writers 
still cling to this term. Its continued 
use is due to the spectacular nature 
of the tornado and the fact that early 
policies, first sold in so-called tornado 
territory, were designed and named 
after the dominant hazard. Cyclone 
Insurance is in use in some parts of 


the country and Hurricane Insurance, 
while little used now, was popular not 
many years ago. 


The trend is toward the use of 
Windstorm Insurance. This desig- 
nation, while not entirely satisfactory, 
is the most understandable and least 
misleading of the terms now in use. 
A better name would be Wind Dam- 
age Insurance, since the policy ex- 
cludes certain kinds of damage such 
as that caused by flood, snow and hail. 
This term would be less likely to 
convey the idea that losses other than 
those caused by wind are covered; 
consequently, it would help to elimi- 
nate friction and dissatisfaction which 
sometimes arise when claims are ad- 


justed. 
OO 


Extra-Tropical Cyclones 


CYCLONE is a storm under the 

strict definition of that word. It 
is an area of low pressure covering 
thousands of square miles about 
which the wind moves in a circular 
fashion. On the weather map, a Cy- 
clone is a Low (area of low pres- 
sure). In the United States the 
average size is about 1,200 miles in 
diameter, the shape of the area 
covered is more oval than round, and 
the center formation has an average 
speed of approximately thirty miles 
per hour. Due to the effect of the 
earth’s rotation, the winds in the 
Northern Hemisphere circulate 
around the center of low pressure in 
counter-clockwise direction. 


An Anti-cyclone is a circular sys- 
tem of winds which blow around and 
outward from a center of high pres- 
sure. The winds blow in clockwise 
fashion in the Northern Hemisphere 
and the whole formation moves for- 
ward at a rate which is somewhat less, 
on the average, than that of cyclones. 
The weather over the area covered by 
an anti-cyclone is usually calm with 
little or no clouds to cause precipita- 
tion. An anti-cyclone is not a storm 
although the word is sometimes used 
loosely to include both cyclones and 
anti-cyclones. Wind velocities are 
generally not great enough to be de- 
structive although the size is similar 
to that of the cyclone. Because the 
characteristics are in many ways the 
exact opposite of those of the cyclone, 
these formations are called anti- 
cyclones. 


With every area of low pressure, 
there will be found an adjacent area 
of high pressure. Cyclones and anti- 
cyclones follow each other as they 
move along in the prevailing winds. 
In general, the anti-cyclone is less 
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stable than the cyclone. It moves with 
less speed, follows a less well-defined 
course, and often stands still for 
several days at a time. These differ- 
ences are, however, matters of de- 
gree only. 

Origin. There is not unanimous 
agreement among meteorologists as 
to the exact origin of cyclones. Three 
theories have been advanced by way 
of explanation. One, known as the 
convectional theory, attributes the 
formation of cyclones to the rising 
of warm, moist, heated air, in quiet 
areas. Another is known as the driven 
eddy theory. Here, cyclones in the 
general wind system, are likened to 
the formation of eddies produced by 
one stream flowing into another, or 
into a still body of water. A third, the 
counter-current theory, attributes cy- 
clones to the passing, in different 
directions, of horizontal air currents 
with marked differences in tempera- 
tures, 

sos 


A® in the case of cyclones there 

much difference of opinion re- 
garding the origin of anti-cyclones. 
One explanation of their cause is the 
cyclone itself. The air rising from 
the center of low pressure collects at 
other places causing areas of high 
pressure. A second explanation is the 
congestion which occurs as the air 
flows from the equator to the con- 
verging meridians at the poles. The 
counter-current theory as applied to 
cyclones can also be applied to anti- 


Chart One—Showing Average Paths Followed by Each Typ 


cyclones. Here the area of high pres- 
sure is the result of two strong cur- 
rents of air running in opposite direc- 
tions at some distance above the sur- 
face of the earth. 


Whatever thé@disagreement as to 
the origin of extra-tropical cyclones, 
there is a general agreement among 
authorities as to their nature and ac- 
tivity after formation. Cyclones and 
anti-cyclones are known to dominate 
the weather of the temperate zones. 
In the Northern Hemisphere storms 
are constantly travelling eastward in 
a great circle around the North Pole. 
They invade and are carried along by 
the prevailing westerly winds causing 
a belt of stormy weather over a large 
part of the Northern Hemisphere. 
Most of the United States is subject 
to the prevailing westerly winds and 
the accompanying cyclones and anti- 
cyclones which travel with them. 

Regions of Occurrence im the 


United States. The method usually 
followed in describing cyciones of all 
kinds which affect the United States 
is to divide them into types and name 
each type after the region over which 
the storm first appears on the weather 
map. Chart I (adapted from Monthly 
Weather Review, Supplement No. 1) 
is for cyclones. It shows these regions 
together with the usual paths or 
tracks followed by each type of storm 
for the month of January. It should 
be noted that cyclones do not neces- 
sarily originate over the particular 
area after which they are named, nor 


e of Storm During the Month of January. 





do they always follow the path desig- 
nated. Furthermore, each type of 
storm has its sub-type which differs 
not only as to wind and weather char- 
acteristics, but also as to the rate and 
direction of travel. 


Frequency. A general knowledge 
of the occurrence of cyclones and 
anti-cyclones during the course of the 
year is essential for a proper under- 
standing of the windstorm hazard 
throughout the United States. These 
lows and highs pass over the country, 
one after the other, in an irregular 
manner and over irregular courses. 
They are the cause of our irregular 
and varied weather. The passage of 
a cyclonic disturbance and its follow- 
ing anti-cyclone takes from two to 
four days. During this period there 
is a complete reversal of weather con- 
ditions. The passage of a cyclone and 
the arrival of an anti-cyclone means 
a change from cloudy to clear, from 
rain or snow to dry air, and from cold 
to warm weather. These changes pro- 
duce in a large part, the necessary 
meteorological conditions which lead 
to the formation and travel of our 
numerous local storms. As will be 
pointed out later, tornadoes and 
thunderstorms are intimately con- 
nected with passing cyclones and anti- 
cyclones. 


There is a marked difference in the 
frequency and character of the cy- 
clones and anti-cyclones which occur 
in the United States during the course 
of the year. The most severe cyclones 








occur during the winter months. Sum- 
mer cyclones are weak and ill-defined. 
The spring and the fall are transition 
periods. 

The greater severity of winter cy- 
clones is due to the migration of the 
sun. The storm belt of the Northern 
Hemisphere is not a perfect circle nor 
is it stationary. During the course 
of the year, this belt moves north and 
south, following the sun with a lag. 
In the winter months, the sun is 
farthest south, and almost the entire 
country is subject to the influence of 
cyclones and anti-cyclones. The sun 
is weak and shines only a few hours 
of each day. Local conditions are of 
little influence on the weather. Pass- 
ing cyclones are the largest, the most 
frequent, and move the fastest at this 
time of the year. 


Ooo 


UMMER appears’ when the 

northward migration of the sun 
carries the storm belt with it. During 
this season, the effect of cyclones on 
the weather is less marked. Cyclones 
are less pronounced, ill-defined, and 
slower in their movements over the 
country. Local conditions of heat and 
cold are important. Thunderstorms 
and tornadoes are frequent and of 
local character. These local storms 
occur on the southern edge of the 
storm belt of the Northern Hemis- 
phere. 

On an average, twelve cyclones pass 
over some part of the United States 
during each of the months of 
December, January, February and 
March. Travelling at a speed aver- 
aging thirty miles per hour, these 
formations cover about seven hundred 
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miles per day. This speed is greater 
than anywhere else in the world. In 
the spring months, both the number 
of cyclones and their velocities de- 
crease. During the summer, the num- 
ber is still lower, averaging somewhat 
over eight per month. Their average 
speed at this time is about 25 miles 
per hour, or 600 miles per day. A 
comparison for the two extreme 
months of January and June shows 
an average of 13.3% cyclones for the 
former and 8.8 cyclones for the latter 
month. 


The frequency of anti-cyclones or 
highs is approximately that of cy- 
clones, and their distribution through- 
out the months is not materially 
different. Their velocities are slower 
on the average, primarily because of 
their frequent stops. 


owe 


Tropical Cyclones 


ROPICAL cyclones occur in five 
different parts of the world. In 

all cases they originate within the 
tropics and have a center of low pres- 
sure about which the wind circulates 
with great velocity. They move for- 
ward at moderate rates of speed, 
ranging from 20 to 40 miles per hour. 
These storms are called by different 
names in different places. In the West 
Indies they are called hurricanes, in 
the China Sea and Japan, typhoons, 
and in the Philippine Islands, baguios. 
In many ways, the hurricane is like 
an extra-tropical cyclone. It differs, 
however, in several important partic- 
ulars. The area covered by the hurri- 
cane is, on the average, much smaller 
than that of the extra-tropical cy- 


clone. Hurricanes range in diameter 
from 300 to 600 miles. The center of 
the hurricane has a pressure which 
is much lower than the center of an 
extra-tropical cyclone. It is more 
nearly round in shape. Wind veloc- 
ities of hurricanes are much greater 
than those of cyclones, ranging well 
over 100 miles per hour in many 
storms. Torrential rains usually occur 
around the center of the hurricane, 
while in the case of the extra-tropical 
cyclone, rain occurs most in the south- 
east quadrant of the storm area. 


Origin. Hurricanes originate in the 
doldrums near the equator, either in 
the vicinity of the Cape Verde Islands 
or in the western third of the Carib- 
bean Sea. The convectional theory of 
air movements, together with the 
effect of the earth’s rotation is the 
usual explanation given regarding 
their formation. It is in the warm, 
quiet, and moist air of the doldrums 
that convection is the most active. 
Once convection is started, the effect 
of the earth’s rotation causes a 
counter-clockwise motion and this in 
turn holds the air away from the 
center of the whirl by centrifugal 
force. The pressure of the center is 
by this means greatly reduced and this 
further increases the whirling motion 
of the air, inward and upward. 


Hurricanes never originate on land. 
If one runs ashore after formation, it 
weakens, loses its destructive powers, 
and takes on the aspect of an extra- 
tropical cyclone. 


Regions of Occurrence. Hurri- 
canes, like cyclones, follow courses 
which are fairly well defined. Their 

(Continued on Page 31) 
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Chart Two—Tracing Paths of Hurricanes in the Year of 1928. 
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The United States Treasury Building at the Nation’s Capital. 


Gold, Currency and Credit 


A Non-Technical Explanation of the Financial Structure of the Various 
Nations of the World in Relation to Present Day Conditions 


CONOMIC events of the last 
E few years have left most of 

us in a state of mild or com- 
plete bewilderment, depending on our 
position when the blow struck. We 
saw a country which was at the crest 
of a long period of prosperity sud- 
denly stumble and fall into the most 
severe depression in the experience 
of most business men. The harvests 
were more bountiful than ever but the 
farmers cried aloud for relief. Our 
factories were ready to belch forth 
finished products at the same miracu- 
lous rate as in the past, but there were 
no buyers. 


There had been rumbles of ap- 
proaching trouble early in 1929, The 
commodity price index had been de- 
clining, as definite a token of ap- 
proaching storm as a drop in the 
reading of the barometer to a navi- 
gator. The economic condition of 
Europe was bad, with unemployment 
steadily increasing and social insur- 
ance a steady drain on industry and 
commerce through heavy taxation. 
Still the American bull market ‘con- 
tinued and security prices rose un- 
hampered and unchecked by any 
thought of possible disaster in the 
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future. When the call money interest 
rate rose sharply late in the summer 
all the storm signals should have been 
flying but new credit was secured and 
the market still swept onward. Then 
came the historic crash in October, 
1929. With the sharp decline in 
security values, a large part of the 
American public which had spent its 
speculative winnings in advance sud- 
denly saw itself plunged into debt. 
The confidence of the country in a 
new economic era was severely 
shaken. The purchasing power of the 
people was deeply cut. Even after 
the slump had been checked and the 
upward reaction of early 1930 had set 
in there was still distrust in the minds 
of the American public. Attention 
turned to the earnings of the corpora- 
tions and to the status of business 
generally. It was found that condi- 
tions were rapidly turning from bad 
to worse. The passing months since 
then have only served to intensify the 
trend. Under the ominous spell of 
the falling commodity price index 
general business has continued to de- 
cline. 


Now, in the Spring of 1932, very 
intensive steps are being taken by our 


government to end the deflation, at- 
tempt to stabilize conditions and, if 
possible, to restore the price level. 
Some pessitnistic critics see nothing 
but disaster ahead but the great ma- 
jority of economists feel that the de- 
flation must run its course and then 
business will again move forward. 
These are stirring times for execu- 
tives and if they are to understand the 
exact significance of the events chron- 
icled in the daily papers, they must 
have a good background of financial 
knowledge. The significance of a rise 
in the rediscount rates of the federal 
reserve banks, the exact consequences 
of a steady withdrawal of American 
gold to Europe, the effect of a rise 
in the amount of currency in circula- 
tion, must all be considered and 
weighed by them. Just exactly what 
happens when a country goes off the 
gold standard must be known, and 
the disadvantages suffered by a coun- 
try on the gold standard competing 
with one off the gold standard in the 
international market must be com- 
pensated for. 
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N this article we are making no 

attempt to diagnose the causes of 
the present depression or predict 
when or how it will end. We are 
merely attempting to analyze some of 
the factors which determine the basic 
prosperity of the world and to ex- 
plain the complicated structure of 
finance and credit, based on gold, 
which lies at the root of all our busi- 
ness. 


Let us assume that I am a farmer 
raising grain and livestock. If | am to 
live in a civilized manner, it is neces- 
sary for me to procure a large number 
of products which I cannot grow on 
my own property. Let us assume 
that I wish to buy a wagon. At a very 
early period, before currency and 
money was known, I would go to the 
wagon manufacturer and offer to ex- 
change products of my farm for the 
products of his factory. We probably 
would conclude our bargaining when 
he accepted my offer of 50 bushels of 
wheat, three horses, and a cow for the 
wagon which he had produced. He 
would then attempt to trade off the 
surplus of my products above his 
wants, for other products which he 
needed. Two of the horses might be 
used to purchase lumber with which 
he could manufacture additional 
wagons. A large part of the wheat 
might be traded to a merchant for 
cloth to be made into garments for 
his family. Thus in a primitive way 
trade and commerce can be carried on 
without the use of money. Even to- 
day the fur traders of the far north 
exchange blankets, food and trinkets 
of all kinds with the Indians for furs, 
finding that such products are much 
more suitable than money. In several 
parts of Africa where money is prac- 
tically unknown a man’s wealth is 
measured by the commodities he con- 
trols. The chief counts his wealth in 
thousands of horses and cattle. Such 
an economic system, of course, is un- 
suited to anything but a primitive 
society. Civilization demands a me- 
dium of exchange, some yardstick of 
value into which we can translate the 
value of the commodity which we own 
or which we wish to sell. This yard- 
stick is known as money. 


The precious metals, gold and sil- 
ver, came to be used as money because 
they represented a great amount of 
value in a compact form which could 
be readily transported, readily con- 
cealed and readily guarded. The 
farmer who wished to purchase a 
wagon would sell his wheat, his 
horses, and his cows at the best mar- 
ket and would accept payment for 
them in metal. He would then take 
this metal to the wagon manufacturer 
and would use it in the purchase of 
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the vehicle. In order to make com- 
merce easier and to eliminate the 
necessity of constantly checking the 
weight of precious value offered in 
exchange for commodity, some of the 
early kings weighed and measured 
gold and silver in definite units, on 
which they stamped their seal as a 
sign that the weight was correct and 
could be accepted without dispute. 

With the further development of 
commerce it was found impractical 
to transport the necessary amount of 
precious metals from place to place 
and a paper currency was developed 
which was redeemable in gold or sil- 
ver. In many cases such paper was 
not issued by a government but by a 
private indiyidual or business house. 
Here the element of confidence enters 
into the currency and credit problem. 
A Viennese banking firm, for exam- 
ple, would issue an order on any one 
of its branches redeemable in gold. 
Such an order was only as good as 
the credit of the firm which had issued 
it. If it were known as an institution 
which met its obligations promptly 
and without fail such an order, with- 
out intrinsic value in itself, would be 
accepted as the equivalent of the gold 
which it represents. 


own 


HE need of commerce for a 

medium of exchange grew so 
rapidly that the supply of precious 
metal was not sufficient to furnish 
the amount deemed necessary. Yet 
the public lacked the confidence in 
the private institutions which would 
permit the widespread use of private 
bills of exchange. There was a de- 
mand upon the government to issue 
paper currency which would be 
guaranteed by it and which could be 
readily accepted. Congress has power 
under the constitution to coin money, 
regulate the value thereof and of 
foreign coin. It also has the power 
to borrow money on the credit of the 
United States. As a result Congress 
felt that it had implied power to 
authorize the establishment of a na- 
tional bank and a paper currency, and 
this power has been upheld by the 
Supreme Court in a number of fa- 
mous cases. The currency ’of the 
United States therefore is all issued 
under the authorization given by Con- 
gress through our present banking 
laws or through direct issuance of 
notes by the United States Treasury. 
All the forms of paper currency in the 
United States ultimately rest upon a 
gold basis, either directly, through 
being redeemable in gold, or through 
being redeemable in other paper 
money of the United States which is 
redeemable in gold. An apparent ex- 
ception may be noted in the treasury 


notes issued for small denominations 
which merely signify that a silver dol- 
lar has been deposited in the United 
States Treasury. Such notes, how- 
ever, can be exchanged for other legal 
currency which is redeemable in gold. 


The question may be raised as to 
why any gold reserve is necessary or 
why United States currency need be 
redeemable in gold at all? In other 
words why must a nation maintain a 
gold standard? Would it not be pos- 
sible to issue a currency which is 
merely guaranteed by the govern- 
ment? The wealth of the United 
States is estimated at approximately 
$350,000,000,000. All of this wealth 
can be taxed by the government. Why 
then must the government be limited 
in the issuance of currency to the 
amount which can be guaranteed by 
gold? 


The reason why the gold standard 
is ultimately used is that it presents 
the common denominator for the cur- 
rency of practically all civilized na- 
tions. If you wish to do business in 
France you must expect to make your 
purchases with French francs and re- 
ceive French francs in payment for 
the goods you sell. If you deal in 
England on the other hand you must 
expect to receive payment in pounds 
and shillings. 


Oooo 


F a paper currency were only to 

be guaranteed by the country 
which issued it any weakness in the 
government would be immediately 
reflected in the currency itself. If the 
currency is redeemable in gold, how- 
ever, the value of the two currencies 
will be practically stable with any 
small fluctuation which may occur due 
entirely to the change in the demand 
for the currency at any time. If the 
value of the currency falls below the 
amount for which it can be redeemed 
in gold, plus expense of shipment, it 
becomes profitable for merchants to 
settle their balances through ship- 
ments of gold rather than through 
purchase of foreign money. There is 
in every currency, therefore, a gold 
shipment point. As soon as the cur- 
rency of a country falls to this point 
it becomes profitable to use gold itself 
in payment of obligations rather than 
the currency. To illustrate, suppose 
an American company has an obliga- 
tion of 1 million francs due in France. 
It can meet this obligation by buying 
French francs in the American of 
Paris market and using them to pay 
the debt. Let us suppose, however, 
that due to the lack of confidence in 
the gold reserve standing back of 
American currency or lack of con- 


(Continued on Page 28) 
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Notes of Insurance World 
(Continued from Page 8) 


ing their financial responsibility. Of 
the remaining 2,709, it is indicated 
that at least 2,500 were ruled off the 
highways, not only in Ontario, but 
also off the highways of other Ca- 
nadian provinces and American states 
where the law is in effect. He con- 
tinued : 


“An analysis of all the cases in which 
responsibility was posted under the law 
discloses that seventy per cent of the 
motorists involved would not today be in- 
sured and probably would not be financially 
responsible were it not for the financial re- 
sponsibility law. Commissioner Foster is 
not exaggerating when he states that the 
Ontario experiences disclose a great 
achievement without injustice to or penal- 
izing of the careful in order to get at the 
careless driver. 

“Perhaps the most interesting aspect of 
the Ontario experience is the light it sheds 
on the effect of the ‘payment of judgment’ 
feature of the law. It has been demon- 
strated that the threat of reporting an un- 
satisfied civil judgment to the authorities 
is apparently all that is needed in most 
cases to force a settlement of the judg- 
ment. It appears that in the great majority 
of instances, judgments were settled. Only 
forty-one motorists lost their driving privi- 
leges by reason of failure to pay such 
judgments. 

“The Ontario Registrar of Motor Vehi- 
cles has expressed the opinion that figures 
issued by his department need not be ex- 
pected to show at any time the full value 
of the ‘payment of judgment’ feature of 
the Act. He says that correspondence with 
solicitors and attorneys for parties in civil 
actions arising out of motor vehicle acci- 
dents indicate that in most cases the threat 
of a judgment creditor's solicitor to report 
the failure of the judgment debtor to pay 
the judgment is sufficient to force a 
prompt settlement. 

“On the basis of the Ontario figures, it 
can be conservatively estimated that if 
every state in the Union had ‘the Safety- 
Responsibility Law and enforced it vigor- 
ously, 152,000 motorists would be required 
to post proof of financial responsibility in 
the United States every year. While if the 
Ontario percentages heid, 95,000 careless 
and financially irresponsible motorists 
would be denied the use of the highways 
for failure to comply with the provisions 
of the law. 

“Thus while it would only affect less 
than one-half of one per cent of the driv- 
ers, it would unquestionably strike at the 
criminal minority responsible for the large 
majority of motor vehicle accidents and 
in course of time would bring this class 
under definite discipline and control.” 


Stock Companies F AC ED with 
Go Mutual on growing mutual 
Yacht Policies competition in the 

field of yacht in- 
surance the stock marine companies 
have made effective from March 15 
a provision under which there will. be 
a return of 20 per cent of the gross 
premiums on the expiration of the 
policy in the event no claim is filed. 
It will only apply on yachts valued in 
policies at from $5,000 to $99,995, 
inclusive. 


JouRNAL OF AMERICAN INSURANCE 


The new promulgation by the com- 
panies through their unofficial Yacht 
Underwriting Conference is an arbi- 
trary type of experience rating on the 
more expensive class of yachts, ac- 
cording to the stock executives. They 
refuse to concede that it is a divi- 
dend of the type paid by mutual 
policies. 


‘Reciprocity’ Pays IN the Ameri- 
for Pat on Back can Agency 

Sulletin of 
January 8, 1932, page 4, there ap- 
peared in box form a purported edi- 
torial taken from the Advocate of 
Syracuse, New York, a labor and 
independent merchants’ publication 
which ran as follows: 


RECIPROCITY 

Every merchant who makes a profit 
on his sales should be willing to allow 
other merchants and business men who 
are selling lines that he himself does 
not sell, to make profits on merchan- 
dise or services that he needs and buys 
from them. 


When a merchant buys mutual in- 
surance he enters the insurance busi- 
ness and gets his policies at cost. He 
demands and receives a profit on the 
things that he sells, but refuses to pay 
a profit on the things that he buys. 

The idea with many merchants is 
that they are effecting a great saving. 
In other words, if they pay an addi- 
tional premium for old line stock insur- 
ance, they feel fhat they are throwing 
away the difference. There is a dan- 
gerous fallacy in this reasoning: When 
you refuse to allow other merchants 
or business men (insurance men in- 
cluded) to make a profit on their 
wares, on their services, or on their 
labor—all of them, mind you, cus- 
tomers or prospective customers of 
your store, you make it impossible for 
them to maintain their buying power. 

These customers or prospective cus- 
tomers of yours to whom you sell at 
a profit, but from whom you refuse to 
buy because they are asking a profit 
just like yours, cannot continue to buy 
from you unless they are permitted to 
make a profit. 

The Independent Business man who 
buys other than stock insurance is do- 
ing the thing that followed to its 
logical end can only result in the ruin 
of his own business. 

Independent business men; only by 
reciprocity can we suceed! 

The above when seen in the actual 
issue of the Advocate is plainly rec- 
ognized as a paid advertisement of a 
so-called Civic Defense League which 
among other things makes it a busi- 
ness to fight mutual insurance. In- 
quiry of the Editor of the Advocate, 
Mr. Thomas J. Corcoran, confirms 
the impression that the so-called edi- 
torial was an advertisement, and 


brought from him a disclaimer that 
his paper had any intention of reflect- 
ing on mutual companies or taking 
sides in the matter. 
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Well, we suppose if the Bulletin 
can raise enough money to buy space 
in which to put its own stuff they 
may pursue the forlorn hope a while 
longer of getting some apparent sup- 
port for the egocentric reciprocity 
racket. 


Stockholders THE receiver of 
Forgot Policy the Marquette Na- 
Holders Here tional Fire Insurance 


Company, which 
failed almost five years ago, is just 
getting around to pay its general 
creditors their first share in the assets. 
This distribution will aggregate ap- 
proximately $135,000, being 15 per 
cent of the claims aggregating $903,- 
114 which has been allowed by the 
court. 

And where, may we ask, were the 
stockholders who, according to leg- 
end, rush to the aid of the policy- 
holders when a stock company goes 
to the wall? As usual they passed by 
on the other side. 


Bankers Lloyds of 


Dallas Insolvent 


BANKERS 
Lloyds of Dal- 
las, has been 
placed in the hands of a receiver and 
its records and accounts are now be- 
ing handled by A. W. Taber under 
the direction of District Judge 
Charles A. Wheeler. The association 
is said to be “hopelessly insolvent.” 
The petition of Assistant Attorney 
General Everett F. Johnson recites 
that the assets are $350,000. 


THE taxation 
nuisance in the 
State of Okla- 
homa has gone to 
the Supreme Court in the form of an 
appeal brought by the New York 
Life Insurance Company against the 
Board of County Commissioners of 
Oklahoma County, on the theory that 
the premium tax, annual entrance fee 
and agent’s license should be a sub- 
stitute for, or in lieu, of an Ad Val- 
orem tax upon the personal property 
of the company. 


It is pointed out that for 1926, 
which is the year being considered, 
the company paid premium taxes of 
$42,499, an entrance fee of $200, an 
agent's license fee of $438. The 
amount involved in the Oklahoma 
County case was only $23.08, but ap- 
parently this was the straw which 
broke the camel’s back, if indeed 
there are camels in Oklahoma. 


Nuisance Taxes 
Paid by the 


Insurance Public 


It appears that the courts about a 
year ago rendered a decision favor- 
able to the company on a similar set 
of circumstances, but recently there 
were four Justices concurring and 
four dissenting on an adverse ruling. 
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It has often been suggested that if 
nuisance taxes were tabulated on in- 
surance policies showing each assured 
just how much he is compelled to 
kick in for odds and ends of little use 
to anyone, this senseless practice 
might be stopped. When you come to 
think of it, why put a penalty on a 
man who is progressive enough to 
protect his property and life from 
various hazards, and yet let the care- 
less nondescript, who is in reality a 
menace to the community, go scott 
free? 

How to Build THOSE _ interested 
onthe Farm in the subject of 

farm buildings not 
only from the standpoint of con- 
venience and comfort, but also from 
the fire and windstorm angle, will 
find a great deal of worth-while in- 
formation in a recently issued “Re- 
search in Farm Structures,” by Prof. 
Harry Giese, Senior Agricultural 
Engineer Bureau of Agricultural 
Engineering of the U. S. Dept. of 
Agriculture. 

It is called “Miscellaneous Publica- 
tion, No. 133”—and in addition to 
reporting the nature of the studies 
now under way, there are presented 
many conclusions which have been 
developed and recommendations for a 
plan of action. Particular emphasis 
has been placed upon (1) results ac- 
complished; (2) studies now being 
carried on; (3) present problems, and 
(4) policy or organization necessary 
to assure a more comprehensive re- 
search program and a better articula- 
tion of the activities of the various 
State experiment stations in the field 
of farm-structures research. All this 
is studied in the light of the huge in- 
vestment which the American farmer 
has in the buildings incident to living 
and working under rural conditions. 


GUEST passengers 
who fail to protest 
against the speed of 
which a car is being 
driven cannot be heard in court ask- 
ing for damages against the driver in 
the event that an accident follows, 
according to a recent decision. 


Duty of Guest 
Rider in Auto 
Defined 


The plaintiff in this case said that 
she did not call out because when she 
saw that an accident was inevitable 
she was paralyzed with fright. 
Mutual Fire Rating IN order to fill 
and Inspection a long felt need 
Bureau in of the Mutual 
Maryland Fire Insurance 

Companies op- 
erating in this State, The Maryland 
Rating & Inspection Bureau, with 
offices in the Court Square Building 
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in Baltimore, was formed in 1930, 
composed of engineers of wide ex- 
perience, and under the management 
of Carl L. Wiley. 


The service this Bureau offers to 
its members embodies the promulga- 
tion of fire insurance rates, complete 
underwriting reports and the periodi- 
cal inspection of all risks. 


The Bureau has enjoyed rapid 
growth and is now. serving a group 
of the leading companies whose total 
assets exceed $100,000,000.00. Mr. 
Wiley states that the close supervision 
of all risks under its jurisdiction is 
responsible for an unusually low fire 
loss ratio. 


The rules and regulations are simi- 
lar to those of other Bureau con- 
ducted for the same purpose. Plans 
are now in progress for the organiza- 
tion of a complete electrical inspec- 
tion department which will be avail- 
able to its members in the near future. 


Membership is open to all legal re- 
serve, dividend paying Companies. 


THOSE who 
delve into  statis- 
tics concerning 
automobile acci- 
dents may wonder sometimes what 
good it all does outside of the hum- 
drum precincts of their own offices, 
but they should be cheered by such 
use, for instance, as Marlen Pew 
made of auto accident tabulations in 
his observations in the Editor & 
Publisher of a recent issue. In a run- 
ning comment, which is as eloquent 
as a seasoned newspaper man can 
make it, he says in part as quoted 
below: 


Newspaper Sage 
Sums Up Auto 
Accident Toll 


“In spite of efforts of newspapers 
in many cities and various public and 


private institutions to arouse the 
American people to the perils of mo- 
tor traffic the year 1931 rolled up in 
the United States the red total of 34,- 
400 persons killed and 997,600 in- 
jured a casualty list equaling the 
entire population of the state of 
Colorado. 


This was an increase of 3.3 per 
cent in the number of fatalities, over 
the previous year, despite a decrease 
of motor vehicle registrations of 
about 2 per cent. The 15-year record 
of street and road deaths from 1917 
to date shows a total of 309,835 
which is the most ghastly waste of 
human life in normal times in the 
annuls of civilization. The annual 
motor traffic death-rate has more 


than doubled in ten years. The almost 
certain prospect is that thousands 
more will be killed in 1932 than lost 
their lives in 1931, for nothing that 
is effective is being done to curb the 
evil. 


“The investigators find that at least 
nine out of every ten motor vehicle 
accidents last year resulted from hu- 
man errors of drivers and pedes- 
trians. The figures reflect that fact 
that increased speed was in consider- 
able measure responsible for the up- 
ward trend in deaths and the greater 
severity of non-fatal injuries in the 
year, the latter shown by the fact that 
41 per cent of the non-fatal cases 
were reported as ‘serious,’ whereas 
this number in the previous year to- 
taled only 36.5 per cent. Accidents 
last year were somewhat fewer than 
in the previous year but deaths were 
in increased number. Interpreted, 
these facts are taken to mean that 
automobiles are being driven more 
rapidly and when they crash natur- 
ally do more damage. 


“It will be observed that the prin- 
cipal cause of death is that an auto- 
mobile has struck a pedestrian. The 
second chief fatality cause is that an 
automobile has collided with another 
automobile. Running off the road, 
tipping over and other accidents of 
the kind, all non-collision cases, 
formed the third fatal rank. Colli- 
sion with some fixed object, like tele- 
phone poles or trees, was the fourth 
most disastrous type. Collisions with 
railroad trains do not happen fre- 
quently, there being only 4,300 such 
disasters, but when this does occur 
the result is terrible, 1,480 men, 
women and children having thus met 
their mortal fate. 


“The astounding fact is that if 
drivers would keep the established 
rules of the road, drive under con- 
trollable speed and keep their wits 
about them, there would be relatively 
few accidents. It is a commentary 
upon the American temperament that 
18.5 per cent of 645,000 analyzed 
accidents resulting in death or injury 
can now be traced back to the action 
of the drivers in directing their cars 
where they had no right to be, ‘beat- 
ing the light,’ trespassing in some 
manner on forbidden ground. Think, 
also, of the fact that the 1931 figures 
show that 6,390 people were killed 
and 66,100 hurt by drivers who ran 
off of the roadway. Once in awhile 
this might happen accidentally, but 
behind those gruesome figures must 
lie a terrible guilt of carelessness. 
Speed maniacs of the country, last 
year, killed 3,920 persons and injured 
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76,500. My friend, G. D. Newton, 
former newspaperman, now expert 
on automobile accidents for the Trav- 
elers, puts this matter interestingly : 
‘To gain a minute of time on the road 
a driver exceeds the speed limit and 
dies in an accident. It is a terrible 
gamble, at odds of 1 to 17,000,000 
for the latter number constitutes the 
probable total number of minutes of 
life expectancy of the average man in 
such circumstances. This goes on 
nearly every day but the average 
man would not think of risking 17,- 
000,000 dollars to gain one.’ 

“After reading this account of our 
banner national horror, worse year 
by year, one might consider these 
additional significant facts. Only nine 
states protect their citizens by having 
operators’ license laws with manda- 
tory examination of new drivers, 
state police or state highway patrol 
forces and to some extent regulation 
of motor cars on roads and streets. 
So, as a matter of fact, dangerous 
motor traffic may be said to be un- 
controlled by the vast majority of 
states. Of course, cities to attempt 
to*control traffic but with such suc- 
cess as the 1931 death and injury roll 
eloquently attests. 

“This writer still insists it (rem- 
edying the situation) is a job for the 
American press.” 
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Crossing the Street 


Excerpts from Pamphlet Issued by 
Connecticut Dept. of Motor Vehicles 


O matter how busy a street may 

be a time always comes within a 
reasonable space when there is no 
traffic and it is absolutely safe for 
anyone to cross. Why not then let 
those people who are by statistical 
study shown to be less able than they 
formerly were, that is, those people 
who are “getting older” show some 
recognition of their limitations by 
waiting for an opportunity and not 
attempting to do things which they 
could easily do in the past before 
alertness and physical ability, which 
are so necessary in traffic participa- 
tion, had forsaken them. It is proba- 
bly difficult to make most people 
realize they are getting older all the 
time, but the statistics of traffic acci- 
dents show that so far as a pedestrian 
is concerned, after fifty he is a bad 
risk. 

Another feature which deals with 
car operation more particularly is 
that once in a while more than one 
pedestrian is hit by a car at the same 
time. It seems as though the burden 
to overcome the evidence of careless- 
ness on the part of an operator in such 
circumstances might be a most seri- 
ous one, for two or more pedestrians, 
certainly, if engaged in walking on 
the highway together, should have 
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more perception of an existing danger 
than one. 


oOo 

T is possible by demonstrated use 

of the modern isle of safety to aid 
the pedestrian by dividing his prob- 
lem for him so that a mentality which 
contains more or less timidity about 
starting, and perhaps induces a start 
at the wrong time, is offered a cross- 
ing of short distances from isle to 
aisle. A fine example of what is meant 
by isles of safety is the five-point 
crossing near the Capitol, Hartford. 
There, two sets of cement safety isles 
have been in use for about three 
months and, for people who are used 
to them, they save a great deal of 
time and prevent danger because of 
the fact that the problem for each 
particular jump across the street is a 
simple one. They are practically step- 
ping stones, and the street is the 
brook. These islands also direct the 
motor vehicle traffic. They have been 
used in France and Germany for 
many years for the purpose of pedes- 
trian filtration through traffic and 
where both operators and pedestrians 
have learned to use them perfectly, 
there is no hesitation, no delay on the 
part of any pedestrian in getting 
across the street, and traffic does not 
have to be stopped, but the islands 
are big enough, and placed so that 
they slow down the car speeds. 
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Gold, Currency and 
Credit 


(Continued from Page 24) 


fidence in the ability of the govern- 
ment to balance its budget, the dollar 
on the exchange market has fallen in 
value and the france is now worth 4c 
instead of the 3.93c which it would be 
worth on the gold standard. At this 
prevailing rate of exchange it will take 
$40,000 in American money to pur- 
chase sufficient francs to retire the 
obligation. The firm can, however, 
secure sufficient gold from the United 
States Treasury to meet the debt for 
$39,300. Since the values of the franc 
and the dollar in terms of gold are un- 
changeable this amount of gold will be 
sufficient to retire the debt. The 
American company can therefore save 
$700 by using gold to pay its debt in- 
stead of depending on currency ex- 
change. 


HORTILY before the World War 

practically all the civilized na- 
tions of the world were on the gold 
standard, that is, they issued a paper 
currency which was either redeem- 
able in gold or redeemable in the cur- 
rency of the nation which was on the 
gold standard. There were three types 
of the gold standard used: (1) the 
absolute or orthodox standard : paper 
money is redeemable in gold. The 
lnited States and Sweden are com 
mitted to this tvpe of gold standard. 
(2) The gold bullion 
paper money is only redeemable in 
gold in large quantities (you can buy 
a gold bar but not a gold coin). This 
used by [éngland, lrance 
and Belgium. (3) The gold exchange 
standard; paper money is supported 
by the reserves of some other country 
which is on the orthodox gold. stand- 
ard. In other words, currency is ex- 
changeable for paper based on gold. 
The reserves behind credit issued on 
gold exchange may or may not con- 
tain gold metal along with the paper 
of a gold standard country. Austria, 
Poland, Rumania and a number of 
other countries this system, 
based on paper which is in turn based 
on gold reserves. .\ country must 
keep enough value, gold or gold ex- 
change, on hand to preserve man’s 
confidence in its currency, to have 
enough cash in the till to met its 
obligations as presented. If everyone 
asked for his money at once he 
couldn't possibly get it. The wealth 
of America is approximately $350,- 
000,000,000. The currency in circu- 
lation is slightly over $5,600,000,000. 
The gold reserve supporting this cur- 
rency is approximately $4,000,- 
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000,000. It is obvious, therefore, that 
there is not enough gold to meet a 
demand by all holders of currency for 
precious metals. 


The use of gold as a world cur- 
rency involves: (1) The physical ex- 
istence of a supply of gold somewhere 
in the world. (2) The issuance of 
currency against the supply of gold; 
extending and facilitating its every- 
day use. (3) The establishment of 
credit beyond the limits imposed by 
any strict ratio of gold to currency. 
The reason why currency must be 
substituted for gold is very simple. 
First of all the metal would be too 
unhandy to use even if it were avail- 
able. Secondly, there isn’t today 
enough gold in the world for every- 
day usage at current prices of 
1 906,000,000 people. It is therefore 
necessary to give a man a piece of 
paper and tell him that it represents 
gold. This involves confidence and the 
extension of credit is merely an ex- 


tension of confidence. In the credit 
system of today mass psychology and 
the continuance of public confidence 
in the currency issued is fully as im- 
portant as the gold reserve which ulti- 
mately stands behind it. 


There are some 525,000,000 ounces 
of monetary gold in the treasuries of 
the world. In terms of dollars this 
is worth almost $11,000,000,000. Of 
this supply approximately $4,000,- 
000,000 is in the United States, either 
in the vaults of the United States 
Treasury or in those of the Federal 
Reserve Banks. Approximately $3,- 
000,000,000 is in the vaults of the 
Bank of France, while the rest is 
scattered throughout the world. There 
is a constant change in the amount of 
gold held by different countries and 
the amount held by any one nation 
may change almost over night. Eng- 
land was forced to leave the gold 
standard because of the very heavy 
drains which were made upon the 
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Bank of England and the flight of 
gold from the country with the decline 
in the value of the English- pound. 
Rumors of American inflation and 
monetary difficulties in the Fall of 
1931 were sufficient to lead to the loss 
of some hundreds of millions of dol- 
lars from the American gold reserve. 
A country such as England or Japan 
leaves the gold standard in order to 
conserve what gold it has within its 
own limits. As long as the country 
remains on the gold standard it must 
redeem its currency in gold. As soon 
as it leaves the gold standard, how- 
ever there is no longer this com- 
pulsion and the gold itself can be re- 
tained indefinitely. In the event of 
war a nation usually goes off the gold 
standard so that the gold held by the 
nation can be used for foreign pur- 
chases exclusively and cannot be with- 
drawn by private citizens for their 
own use. 
Yo 


T is estimated that the world’s 

stock of gold, in order to furnish 
the reserve for enough currency to 
meet the growing demand of the com- 
mercial and industrial world, should 
increase at the rate of 3 percent a 
year but not since 1915 has this ratio 
been realized. There is a yearly pro- 
duction of new gold equal to about 
$400,000,000. This would be adequate 
for the currency needs of the world 
if the entire amount were used for 
money but of the $409,000,000 of 
new gold produced in 1928, only 
$246,000,000 (approximately 60 per- 
cent) was available for money, the 
other $163,000,000 being used either 
for industrial purposes or going out 
of circulation into Indian or Chinese 
hands. In 1928 British India imported 
$76,000,000 in gold. It might as well 
never have been mined as far as it 
concerned the world’s stock of circu- 
lating money. 


Since England went off the gold 
standard it has become very profitable 
for those Indians who have gold to 
use it in the discharge of their obliga- 
tions since they can then secure a dis- 
count of approximately 30 percent. 
If the flow of gold from India con- 
tinues long enough it may in some 
measure help to relieve the monetary 
troubles of the world. 


It is the contention of many eco- 
nomists that the world’s economic 
troubles sprang from a shortage of 
gold. Since the supply of gold has not 
increased as fast as the demand for 
hew currency, it has been impossible 
to supply enough currency to stabilize 
prices without reducing the ratio of 
gold to money. Such a reduction de- 
stroys confidence in the reserves back 
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of the nation’s currency and may lead 
to a run on its supply of gold in the 
same way that a lack of confidence in 
the currency on hand in the local 
banks may lead to a run by its deposi- 
tors, with the consequent closing of 
the banks. To put it quite simply, the 
supply of goods and commodities in 
the world (in other words, material 
wealth of the world as represented in 
buildings and merchandise of all 
kinds) has grown much faster than 
the amount of money in circulation. 
The value of any article will rise in 
proportion to its scarcity. As the sup- 
ply has become inadequate for the 
wealth of the world, the worth of the 
currency has therefore increased. As 
we have come to regard our monetary 
standard as fixed and definite we have 
reversed the terminology and instead 
of saying that the value of money has 
increased, we say instead that the 
price of commodities has dropped. A 
period of falling commodity prices is 
always reflected in a decline in indus- 
trial and business activities. A period 
of rise in commodity prices, on the 
other hand, is almost always a period 
of great activity inthe business world. 
Normal business, of course, is only 
attainable when circulation of goods 
and circulation of money remains con- 
stant, with stable prices. The circula- 
tion of goods is»almost always 
increasing year by year and unless the 
gold produced is sufficient to warrant 
additional currency to care for this 
expansion of business the relationship 
between goods and money changes 
with a consequent decline in prices. 


Yi > 


ET us now consider the currency 
| See credit system of the United 
States, with reference to its depend- 
ence upon gold, and the possibility of 
expanding credit without further in- 
crease in the gold reserves now back 
of our currency. In the United States 
we have currency of several kinds. 
There is first of all the money which 
is made of metal itself and coined by 
the United States Treasury. The 
amount of gold which is coined for 
actual circulation as money is con- 
stantly declining, due to the fact that 
it is much more powerful as a credit 
source when used as a basis for paper 
money. Silver coins of all kinds are 
still in common use, however, and are 
still minted by the government. The 
value of such coin is now very much 
like that of paper money in that it 
depends upon the gold reserves held 
by the government, since the imtrinsic 
value of the silver contained in a silver 
dollar or a half dollar is now far be- 
low that amount. Secondly, the 
Treasury of the United States 
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issues silver certificates which certify 
that one silver dollar or more has 
been placed on deposit in the United 
States Treasury. The Treasury also 
issues United States gold certificates 
which are issued on the deposit of a 
like amount of gold in the United 
States Treasury. United States notes 
up to the amount of $382,000,000 
may also be issued by the Treasurer 
of the United States. These notes 
must be backed by a gold reserve of 
$150,000,000 which must be con- 
stantly kept at this amount. 


Under the terms of the National 
Bank Act passed by Congress, the 
National Banks may secure from the 
comptroller of the currency circu- 
lating notes in blank, registered and 
countersigned, equal in amount value 
of the amount of the U. S. bonds so 
deposited with the treasury by the 
bank. For a long time the national 
bank notes were the major currency 
of the United States but since the 
formation of the Federal Reserve 
they have come to occupy a secondary 
place. The currency backbone of the 
United States now consists of the 
notes issued by the Federal Reserve 
Banks. Such notes are redeemable 
in gold either at the United States 
Treasury or at any of the lederal 
Reserve Banks. They are issued to 
any lederal Reserve Bank by the 
Central Federal Reserve Dank for 
that district on submission of suffi- 
cient collateral to cover the amount 
of Federal Reserve notes applied for. 
Every central Federal Reserve Bank 
must retain reserves in gold equal to 
40 percent of the value of its notes in 
actual circulation. These notes form 
the backbone of currency used in the 
United States. 


Let us try to summarize some of 
the facts which have been recorded. 
In the first place it is necessary to have 
a definite standard Of values which 
will be recognized throughout the 
world. This standard is gold, on 
which all the currencies of the world 
are based. Prevailing opinion is that 
the amount of gold in existence is not 
sufficient to meet the monetary de- 
mands of commerce and industry, 
even when the gold actually existing 
is used as a reserve to support an 
issue of two or three times as much 
in paper currency. Due to the fact 
that the amount of money in circula- 
tion, based on gold, has not been in- 
creased as fast as the production of 
commodities and goods has increased, 
we have had a steady decline in the 
price of practically all commodities, 
as reflected in wholesale price indexes 


Gold, Currency and 
Credit 


(Continued from Preceding Page) 


and in the values of securities and real 
estate. In other words, the world is 
witnessing a major price readjust- 
ment in which the prices of com- 
modities are declining to conform to 
the increased value of currencies 
based on gold, a commodity in which 
there is serious under-production. In 
the United States our currency sys- 
tem is based on the gold standard and 
the practical problem of issuing suffi- 
cient new currency to meet the de- 
mands of commerce and industry is 
not yet solved. 


Considering these facts it may be 
asked why we witnessed such tre- 
mendous prosperity in the years be- 
tween 1922 and 1929. The reasons 
for American prosperity during that 
period are many sided but simple of 
analysis. During the World War there 
was a tremendous flow of gold to this 
country since all the belligerent na- 
tions were forced to make payment 
for the supplies which they purchased 
here in gold. At the close of the war 
therefore, America had reserves far 
larger than its needs. The American 
surplus gold was sufficient to finance 
the credit expansion which took place 
in the early days of the boom era. At 
the same time the industrial activities 
which resulted from the American 
application of the theory of mass 
production to practically all types of 
manufacturing made this country the 
greatest attraction for gold in the 
world. Even after the war gold con- 
tinued to flow to the United States 
because of the high interest rate which 
could be earned here with absolute 
safety. Even higher rates were of- 
fered in some other countries which 
badly needed additional funds for 
financing, but they were not accom- 
panied by the same safety as was ap- 
parently the case here. Gold flows 
naturally to the point where it can 
earn the highest possible return with 
safety and during the period between 
1922 and 1929 United States was 
that place. We therefore suffered no 
ill effects from the credit stringency 
which was affecting the rest of the 
world and though the commodity 
price index started to fall American 
business, financed by speculation in 
its last stages, continued on its merry 
path. With the blow-up of the 
security market in 1929, however, and 
the loss of billions of dollars in paper 
profits America found itself pulled 
into the economic maelstrom which 
was engulfing the rest of the world. 
The favorable trade balance of other 
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years suddenly declined. It was 
discovered that America’s foreign 
creditors were merely paying their 
interest by borrowing new sums and 
that the usual flow of interest money 
to a creditor nation seemed to be de- 
cidedly lacking. The very efficient 
productive methods of American 
factories not only resulted in over- 
selling the market but before pro- 
duction was curtailed had set up sur- 
pluses which have not yet been used 
up. The depression which follows 
every major war had at last arrived 
in the United States. 


Editorial 


(Continued from Page 16) 
controversy over the truth, both sides 
to the argument are likely to be 
smirched with suspicion. And _ sus- 
picion means that business men hesi- 
tate to believe either faction. Digni- 
fied competition is welcome, but one 
blatherskite propagandist especially in 
these times, can muddy the business 
sea to the distress of every financial 
mariner. 

Qoa> 

TOCK agents of the admirable 

type like our friend Reginald— 
we ask you—why do you allow hare- 
brained associates within your organi- 
zation to shoot the insurance business 
in general full of holes? Isn’t it about 
time that your better element should 
get together and put a stop to prac- 
tices which are as unwise as they are 
unethical. You, with your high stand- 
ing in your community, isn’t there 
danger of your pedestal toppling if 
you remain identified with men, who, 
either because of little wit, or posi- 
tive malicious bias, “tell ’em anything 
to sell ’em” as discussed in last 
month’s Journal! If the stock situa- 
tion is so bad that such tactics are to 
be excused as necessary to meet the 
emergency of a losing battle, then is 
it not expedient to look the situation 
in the face and acknowledge that the 
stock system has outgrown its useful- 
ness, if after all it was ever useful to 
the public. 


Indeed, every day, stock agents 
write in for information concerning 
the mutual proposition, and if they 
are of a character desirable for the 
mutuals to deal with they are put in 
touch with opportunity. Many of the 
big men in the stock agencies have 
of late years repeatedly seen the 
mutual hand-writing on the wall, and 
have started intelligently to study the 
mutual business. Mutual companies 
are showing substantial gains in busi- 
ness, with underwriting profits and 
surpluses in good shape. Economy, 
with safety and service, as exempli- 


fied by the mutuals is making itself 
felt in wider and wider circles, and if 
stock agents of lower types stand in 
the way, they may obstruct progress 
for a moment, but so did the dumb 
King George ITI, with his tax on tea! 


Hazard in Fire Insurance 
(Continued from Page 11) 


to the telephone to notify the com- 
pany of the increased hazard, giving 
them an opportunity to cancel the 
policy or increase the premium in pro- 
portion to the increased hazard? 
Clearly, the adoption of such a con- 
struction of the “increase of hazard” 
clause would nullify the very purpose 
and utility of fire insurance. The 
courts have sensed this, and have 
therefore interpreted the clause to 
refer only to a change of circum- 
stances, having a certain degree of 
permanency. A “casual,” “incidental,” 
or “temporary” change will not be 
construed to fall within the scope of 
the “increase of hazard” clause, 
avoiding the policy, even if it actu- 
ally causes the fire.’* A few illustra- 
tions will serve to clarify the distinc- 
tion. 


A recent Massachusetts case?® in- 
volved an insured who had resolved 
to exterminate the moths on his 
premises. His first experiments neces- 
sitated the use of naphthalene. One 
night, more than a month after these 
early experiments, he essayed the ex- 
termination of the moths by the 
method of burning several dozen sul- 
phur candles which were placed about 
the room, the doors and windows 
being kept shut. Two nights later the 
sulphur-candle procedure was re- 
peated. This time, ignition of the 
naphthalene vapor which had been 
used in the earlier experiments, re- 
sulted from the sulphur candles, and 
the premises were destroyed. The in- 
sured was permitted to recover on 
his policy, the court holding that the 
situation constituted only a tempo- 
rary change, not contemplated by the 
“increase of hazard” clause in the 
policy. 

In another leading case on the sub- 
ject,2° the insured used a small can 
of kerosene oil to aid in kindling a 
fire in the stove. The can fell on the 
floor, its contents spilling out, and a 
fire resulted. Here, also, the policy 
was held not to be avoided by reason 
of the increase of hazard, the clause 
being construed to imply “something 
of duration,” and not a “casual 
change of a temporary character.” 
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FOWEVER, the courts do not 
go to the other extreme in ap- 
plying the “permanency”’ test as af- 
fecting “increase of hazard.” A situ- 
ation of eternal duration is by no 
means required. Thus, the courts of 
Massachusetts, which are fully as 
strict as those of any state in requir- 
ing a “permanent” change, are satis- 
fied that a situation which has lasted 
for three weeks is sufficiently perma- 
nent to be an “increase of risk” within 
the meaning of the policy.?? 


(Continued in our next issue) 


We are still assuming the most common type of 
“increase of hazard” clause, containing the words: 
“by any means within the control or knowledge of 
the insured.” 

'§ Nash v. American Ins. Co., supra note 2; Adair 
v. Southern Mut. Ins. Co., 107 Ga. 297, 33 S.E. 78 
(1898). 

" Thomson & Kelly Co. v. U. S. Merchants’ & 
Shippers’ Ins. Co., 263 Mass. 181, 160 N.E. 668 
(1928). 

*” Angier Vv. Western Assur. Co., 10 S.D. 82, 71 
N.W. 761 (1897). 

*! Lyman v. State Mutual Fire Ins. Co., 96 Mass. 
329 (1867). 


Mutuals and Schools 


(Continued from Page 18) 


_ “Are incorporated cities and towns 
in this State within the terms of our 
Workmen’s Compensation Act?” 


Stated otherwise, the question was 
whether the word “corporation” used in 
the Workmen’s Compensation Act in- 
cluded municipal as well as private cor- 
poration. 


Chief Justice Cureton, while First As- 
sistant Attorney General, has held that 
the word “corporation” used in the Com- 
pensation Act of 1913 did not include 
municipal corporations. The legislature 
later, in 1917, re-enacted the Workmen's 
Compensation Act, thereby accepting and 
adopting Chief Justice Cureton’s construc- 
tion of the same. This conclusively set- 
tled the only question involved in the City 
of Tyler case. 


It is true that in the first opinion the 
Commission, after deciding this question 
of statutory construction, expressed its 
views on the constitutional question as to 
whether the legislature could have author- 
ized municipal corporations to become sub- 
scribers to the association created by the 
Workmen’s Compensation Act. It ex- 
Pressly appears, however, that the con- 
sideration and decision of that question 
was unnecessary; and in the second opin- 
ion of the Commission, the opinion on re- 
hearing, it was plainly stated that the only 
question really involved in the case was 
one of statutory construction and that 
what the Commission had said on the con- 
stitutional question had not been approved 
by the Supreme Court. We quote as fol- 
lows from the opinion on rehearing : 


“Of course the views expressed by 
us as to the grounds of our decision 
have not the force of the law, nor 
were they approved by the Supreme 
Court. It may be true that, in ap- 
proving the judgment recommended 
by us, the Supreme Court was un- 
willing to assent to the proposition 
that the act would have been uncon- 
stitutional, had the legislature made it 
applicable to cities and towns, and yet 
the opinion of the legislature did not 
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have such intention for the other rea- 
sons discussed by us.” 


The Commission itself having expressly 
declared that this question was not set- 
tled by its opinion, we do not feel war- 
ranted in treating the opinion as author- 
itatively settling the question. None of the 
authorities hereinbefore mentiuned are re- 
ferred to in the opinion of the commis- 
sion. And the opinion of the Court of 
Civil Appeals, in the same case, shows 
that the case was dealt with as one in- 
volving only the interpretation of the 
statute. 

That counties, cities and school districts 
have been expressly authorized by statute 
to insure property in mutual or reciprocal 
companies cannot be disputed. The statute 
is clear and explicit in its terms and needs 
no construction, and it is our opinion, and 
you are so advised, that the statute author- 
izing public and private corporations to 
hold policies of insurance in a mutual in- 
surance company does not contravene the 
Constitution and is in all things valid. 
Accordingly, we answer the inquiry sub- 
mitted in the affirmative. 

The letter-opinion written by Honorable 
Grady Sturgeon, former Assistant Attor- 
ney General, under date of April 22, 1931, 
holding this act of the legislature, author- 
izing public and private corporations to 
insure property in mutual insurance com- 
panies, unconstitutional, is hereby with- 
drawn, and all opinions heretofore ren- 
dered on this same question in conflict 
with this opinion are hereby overruled. 


Yours very truly, 


Everett F. JoHNsoN, 
EFJ :es Assistant Attorney General. 
This opinion has been considered in 
conference, approved, and is now ordered 
recorded. 
Bruce Bryant, 
Acting Attorney General of Texas. 


Windstorms 
(Continued from Page 22) 


usual path has a shape resembling a 
parabola. Originating in the Carib- 
bean Sea not far from the equator, 
these storms travel first toward the 
northwest and then curve to the right 
at about 25 to 30 degrees north lati- 
tude, continuing in a northeast direc- 
tion. There are many variations, 
however. Some few travel almost due 
west, never entering the United 
States. Others enter the United 
States through the Gulf of Mexico, 
pass inland, and go far up the Mis- 
sissippi valley before turning to the 
right and leaving the United States 
by the northeastern storm route. This 
was the case of the famous Galveston 
hurricane of September, 1900. 
Usually, however, a turn to the right 


Hurricanes 
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* Only 122 were true hurricanes. 
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occurs much farther south. Many 
storms never reach any part of the 
continental United States because 
they travel more to the north and 
east at the start or else their origin 
is too far to the east to permit their 
path to cross any part of the country. 


Chart IIL (from the Monthly 
Weather Review, September, 1928) 
shows the paths of four hurricanes 
which occurred in 1928. Three en- 
tered the United States from the 
southeast and then turned to the right, 
one storm continuing northeast over 
New York into the Atlantic Ocean. 


Frequency. The number of hurri- 
canes that approach close to or enter 
the continental United States is not 
greater, on the average, than four per 
year. Possibly it is somewhat less 
than this. From a purely statistical 
standpoint, there have been four 
major compilations showing the fre- 
quency of West Indian hurricanes. 
(See the Monthly Weather Review, 
August, 1929, p. 328). The follow- 
ing shows a summary of the results: | 


Even if the periods of these studies 
were alike, the results of the different 
authors would probably not be the 
same because of the standards set up 
for a hurricane by each. Henry, for 
example, set up three tests. The storm 
must have (a) a wind velocity of 
60 miles per hour; (b) a minimum 
pressure at the center of 29.5 inches, 
sea level; (c) its origin below the 
parallel 30 degrees north latitude. 


By far the greatest number of hur- 
ricanes occur during the months of 
July, August, September and October. 
During the 58 year period from 1871 
to 1928, covered by Henry, out of a 
total of 187 hurricanes, 11 occurred 
in July, 53 in August, 68 in Septem- 
ber and 44 in October. Of those re- 
maining, the majority occurred in 
June and November. 


In the same study, Henry found 
that the greatest number of hurri- 
canes that occurred in any one year 
was 10 in 1891 and the same number 
in 1916. Nine occurred in 1893 and 8 
in each of the years 1886 and 1887. 
In five years none occurred. From a 
monthly standpoint, 4 occurred three 
times during August; 3, seven times 
in September ; and 4, once in October. 


Average 
Period Dates Per Year 
23 Yrs. 1878-1900 4.1 
36 Yrs. 1876-1911 4.0 
37 Yrs. 1876-1911 3.3 
58 Yrs. 1871-1928 3.2 
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MARINE INSURANCE 


Ocean _- Inland -— Yacht 





90 YEARS OF SERVICE 


This year the Company completes 90 years of Marine 
Insurance service and is 1ow the largest Company in 
the United States writing exclusively OCEAN 
MARINE, YACHT and INLAND MARINE 
INSURANCE. 


Inquiries from Brokers and Agents Invited 


Atlantic Mutual 


Insurance Company 
(Chartered 1842) 

Home Office: Atlantic Bidg., 49-51 Wall St., New York 
Chicago Office: 175 W. Jackson Boul:vard, Phone Wabash 4995 
BRANCH OFFICES: 

CHICAGO 








BOSTON CLEVELAND PHILADELPHIA 


GROWTH 











Fr" the small beginnings of the 1750's 
the mutual structure has widened and 
deepened and grown to a mighty force in 
the business life of America. 

In every field of insurance the mutual 


plan forges ahead yearly, always onward 
and upward to greater heights. 

This vigorous development clearly 
reflects the fundamental soundness of 
mutual principles and operation. 


GROWTH AT STEVENS POINT 


Premiums 

$18,932.72 
$4,037,351.97 
$4,603,911.98 


1914 
1930 
1931 


$4,031,265.68 
$4,702,134.62 


Assets 
$12,549.26 


Surplus 
$2,811.05 
$687,988.26 
$859,801.84 


(As filed with the Wisconsin Insurance Department) 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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THE FEDERAL MUTUALS PROTECT MODERN BUSINESS 


The Federal Mutuals 
and the American Home 


The history of Mutual insurance parallels 
the history of the American home. For 
180 years American homes have been pro- 
tected by the mutual plan of insurance. 
The first insurance company organized in 
America was a Mutual company and it 
still operates today. The Mutual method 
has been tried and tested and is success- 
ful because Mutual companies operate 
solely for the benefit of the policyholder. 









































Home owners everywhere 
are insured with the Fed- 
eral Mutuals and save 
substantial amounts year 
after year on their insur- 
ance costs, 

















The Federal Mutuals adhere strictly to 
their ideal of providing high grade pro- 
tection at reasonable cost. Thousands of 
American homes are today being protect- 
ed by Federal policies. The companies 
forming the Federal Mutuals have been 
safeguarding the shelter of the American 
family for almost a third of a century 





Think of the Federal First 


and have thus played an important part 
in the permanency of the American home. 

Many home owners have discovered the 
value of an inventory of their personal 
belongings, and for convenience the Fed- 
eral Mutuals have prepared a residence 
inventory booklet. These booklets are 
available without obligation at any of 
the Federal companies listed below. 


Federal Hardware & Implement Mutuals 


Retail Hardware Mutual Fire Insurance Co. 
Minneapolis, Minnesota 


Hardware Dealers Mutual Fire Insurance Co. 
Stevens Point, Wisconsin 


Minnesota Implement Mutual Fire Insurance Co. 


Owatonna, Minnesota 











EXCESS UNDERWRITERS, INC. 


75 FULTON STREET 
NEW YORK CITY 


Underwriting Managers Excess and Reinsurance 





NINETEENTH ANNUAL STATEMENT 


SECURITY MUTUAL CASUALTY COMPANY 
CHICAGO, ILLINOIS 


DECEMBER 31, 1931 
ASSETS 


Bonds and Stocks (Insurance Commissioners’ Convention 


Values) Wee ey 
Real Estate .... 27,650.00 
Accrued Interest on Investments 98,851.65 


Cash in Bank and Offices... | 495,123.23 

Premiums in Course of Collection 580,367.51 

Deposit with Workmen's Compensation Board, Province of 
SCROLLS ts: aint oe 1,310.04 





$9,576,908.43 
LIABILITIES 


Net Special Reserve for All Liabilities... ne 
Unearned Premiums .......... i: sdeivissibtticrinineeriiy ee 
Reserve for Taxes and Expenses.......0....4.........000. 33,370.09 
Voluntary Reserve ; eee aS ... 3,490,782.95 
Surplus ae a . . ... 2,850,000.00 





$9,576,908.43 





Your Correspondence Solicited 


EXCESS UNDERWRITERS, INC. 


75 FULTON STREET 
NEW YORK 


J. P. Gibson, Jr. W. K. Fletcher 
Manager Ass't Manager 




















